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PREFACE. 


Tfic  Soutli  At'ticaii  {{ovi'iiiiiit'iil ,  in  lespoiise  to  pulilic  (U'IIUuhI  (lining  tlic 
uar,  ai)i)oint('<l  a  Cost  of  Livinir  ('onuiiission  in  Novexubcr,  li)17.  'I'lic  Coni- 
ini!<f<ioii  midoi'  its  tonus  ot  ret'ortMici'  investigated,  amongst  otiiiM-  things,  tlic 
«'xtf'nt    <il     pi-oiitfi-ring    in    tlie    c-ountry. 

TJic  (/ounnission  consistcul  of  Mr.  Howard  Pini,  CHE.  (one  of  South 
Africa's  leailiiig  chartered  accountants),  chairman;  Mr.  (>.  ()\\en  Smitli, 
(.  ;nmni:;sioner  tor  Customs  for  h'out  i  Atric-a  ;  and  my.self. 

Hy  special  .\(t  of  Parliament  the  Commission  was  given  tlie  powers  of  a 
.Supreme  Couit  to  subpoena  wiin.esses  an,d  call  for  documents  and  any  evi- 
('rcrue    it    retpiired. 

Detailed  statements  of  accounts  from  over  550  firms,  under  tlie  lieadiugs  of 
Turnover,  (uoss  Profits,  Expenses  and  Nett  Profits  for  their  four  last  hiianciul 
periods    wer<'   called    for    and  obtained. 

T1m>  classe-  of  liusiuess  taken  being  bakers,  butchers,  retail  grocers,  retail 
boot  and  .-hoe  dealers,  outfitters,  retail  drapers,  retail  hardware  merchants, 
chenu.s'ts,  wholesale  grocers,  wholesale  IxKvts  and  shoes,  soft  goods,  wholesale 
liardware,  Indian  traders  and  Kaffir  truck. 

Only  representative  firms  trading  in  the  following  towns  were  taken: 
Cape  Town,  Port  Elizabeth,  East  London,  Durban,  Johannesburg,  I'retoria, 
Hloemfont<un,    Kimberley,    Maritzburg, 

In  tlie  course  of  the  Commission's  proceedings  a  large  number  of  witnes.ses 
were  ttxamined.  Some  of  tlieni  on  the  financial  statements  submitted  by  their 
firms. 

Apart  from  the  Commission's  recommendations  arising  out  of  the  in\esti- 
gation  into  J'rofiteering  and  J^ackrenting,  it  investitgated  and  reported  to  the 
(Jovornment  on  a  large  number  of  matters,  dealing  with  the  control  of  food 
-i;ppljes  and   prices   of   necessary   commodities. 

When  the  reports  on  Profiteering  and  Rackrenting  liad  been  presented  T 
ref-igned  from  the  Commission,  in  order  to  press  in  Parliament  for  effect  being 
iliveii    lo    the    Coinmissicni's    reconnn(>ndations. 

'riie  Profits  Peport  (V  V, .  1 — 19.)  was  presented  on  November  'iOtli,  1918. 
Tlie  neiessary  toui'ing  and  iinestigations  having  taken  just  over  twelve  months 
to  a<(-omi)lish. 

It  was  not  until  the  Parliamentary  Session  of  1920  that  legislation  to 
restrict  Profiteering  and  liackrenting,  based  on  the  Commission's  reroni- 
ineiidations.  was  passc'd.  (Nearly  eighteen  months,  be  it  noted,  after  the  war 
was   'H-<MM 

PROFITEKJ^JNG. 

file  following  figures,  taken  from  the  Commission's  Profits  Report  (pages 
01  to  69),  will  give  some  idea  of  the  extent  to  which  undue  jirofits  were  l)eing 
made  on  the  nwessaries  of  life  by  business  firms  in  South  Africa  during  the 
fir-t    few    years    of    the    war. 

TABLE    K.— KIGUPES    SUPPLIED    liY    INiHYIDUAL    EJUMS. 

Nett  Profits. 
1914.  1917. 

£  !• 

Net  I    j'l-ofits 27.439  Nett  Profits   59,004 

19,849               ,,          ,,  52,149 

2,(W7               ,,         ,,  14,006 

10,275               ,,         ,,  .'$5,764 

9,506               ,,          .,                       •  .•$,'{, 484 

4.674               ..          .,             •  27,523 

3,687                .,          .,  53,456 

3,645               ,,         ,,  11,588 

2..323               ,,         ,,  63,173 

Nett  Profits. 

57    Wholesale    (irocerv    firms 1914  .€117.000 

1917  1'3I6,000 

•■W    Hardware    firms    1914  ill0,0(K) 

1917         1:247,000 

•  ifl  Whole-ale  Sof'    (;(,o(ls  firms         1914         £274, (X)0 

1917         'L*H79,(K)() 

\f<   firms  dealing  in    Kaffir  Truck    1914  L53,0(K) 

1917  L--'(;0,O(M) 

(jliiods    which    eo-1     to    land    15'-    were    sdM    for    C6. 


(■|iM>»l^  wliicli  <<>st  to  laiitl  .L'l">.  \v<ro  sold  lor  L\'20  iwliiK-  still  on  tlu- 
"  ;»ti>i). 

(iootls    wliuli   cost   to  land   loOO.    wvw  sold    lor   1G,(K>0. 

Oiif  »i>nsijj;nini'nt  of  RICK  liad  l)eeii  tlii-oiigli  the  hands  of  tiv<>  merchantN. 
.iiiil    was   still   in   tho   hands  of  a    nioi'chant    whon   tho  Coiniiiission   invost.igatfd. 

W  liat  liojn'  lias  till'  consuiiuM'  <fot  wIkmi  iIm'  (■oniin<'icial  roniniiiMity  ^^a.rnhlr 
.lid    s|)iHMdati'    like    this  in    tho   pooi)l(>'s    food    stippiiesr' 

SOME   WAW    l'IU)FITS. 

Tlu'  KXCKSS,  oi-  war.  jirotits  nKuU-  iii  i  ho  vears  191"),  l<M(i  and  liMT. 
IN  .ADDITION  to  tiie  1914  normal  i)i-ofits  w.mo  lio  less  than  £3,253,276  ''so<- 
|>aiii'   7,    Profits   Heport). 

From  tills  sum  lias  to  be  deducted  tlie  increased  woiUiiio;  expenses,  whwh 
amount  to   .i;o77,'260,   leavinji  a   nett  surplus  profit   of  £2,676,016. 

For  everv  i-KX)  si>eiit  bv  tlie  Natives  at  the  stores  aloiiff  the  lleef,  L'19 
went   in  EXPENSK.s  AND  PROFITS,  the  landed  cost  of  the  «of)ds  heinp;   LT.l . 

JOHANNESBURG  FIRMS. 

Nett  Profits.     Nett  Profit s. 

1914.  1917 

£  £ 

Hoots  and  Shoes  (wholesale) !),6o2  19,024 

Hardware   (whole.sale)    ...      10,692  23,27t) 

Kaffir  Goods  18,113  96,51.^. 

Soft   (ioods   (wholesale)   74,36f)  271.03! 

DURBAN  FIRMS. 

The  followinji  are  soiiu'  of  the  exces.s  profits  made  by  some  of  the  Durban 
tirnis  : — 

Nett  Profits.      Nett  Pr()Iil^ 
1914.  1917 

Hoots  and   Shoes   (wholesale)   7,23(j  ln,749 

Hardware   (wholesale)    .             29,90-^  85,345 

Kaffir  Goods 16,841  1(K),787 

Soft  Goods   (wholesale)  61.695  2.38.926 

CAPE  TOWN  FIRMS. 

Nett  Profits.  Nett  Profits. 

1914.  1917. 

t  £ 

Hoots  and   Shoes   (wholesale)    ...        6,/41  23,13-t 

Hardware  (wholesale)  41, .^66  93,590 

Soft  Goods  (wholesale)    ...    75.115  1S5.547 

All    liic  ';i)o\e   i)rofits   wero  niailt-   on   NECESSARIES  OK   IJFE. 

Ill  most  cases  the  o;oods  sold  in  1917  were  I.ESS  IN  (^UANI'IT^  THAN 
IN  1914. 

What  about  the  year-  1918.  1919  and  1920?  The  ])rofiis  tor  lluvse  years 
must  have  been  far  in  excels  of  the  jjrofits  made  for  the  first  tliree  years  of 
the    war 

As  I  was  conscious  of  the  jjalliative  nature  of  the  Commission-  rct-ofn- 
iiiendatioiis  which  T  signed,  in  order  to  niidve  the  report  a  unaiiimoii-  one.  I 
submitted    the    following    memoi-andum    on    the    Economic   System. 

This  memorandum  was  printed  and  ])ublished  as  an  addendum  to  the 
main    report   (pages   71    to  92). 

As  in  Blue  liook  form  its  circulation  has  been  very  limited,  f  have  been 
r<C|uested    to    re-publisli    it   in    more    acces.'^ible   form.      f   now   gladly   do  so. 
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Memorandum    to    Profits    Report 

BY  THOMAS  BOYDELL. 

In  wliicli  aie  briefly  discussed  : 

Iroliteering ;  Supply  and  Demand;  Price  Fixing;  Industrial  I'nivst  , 
Labour  and  Capital,*  and  the  more  essential  featui'es  and  faults  of 
the  Present  Economic  System,  together  with  Ijabour's  snhiHou 
of  the  Social  and  Industrial  problem. 


INTRODUCTION. 

This  memoraudum,  which  has  been  written  since  the  Ptofits  ropiirt 
was  practically  completed,  is  merely  intended  as  a  sup^jlenji'iit. 

As  the  report  contains  practical  suggestions  for  thi'  inunudiate 
amelioration  and  protection  of  the  consumer  it  cannot  be  said  that  in 
presenting  this  memorandum  the  practical  has  been  sacrificed  to  what 
some  might  call  the  academic. 

At  first  sight  it  might  appear  as  though  tlie  subjects  here  dealt 
with  go  far  beyond  the  Commission's  third  term  of  referenci\  \i/..  : 
whether  undue  profits  are  being  made  upon  necessary  comtiKidities. " 
liut  it  will  be  seen  that  "■  profiteering"  is  only  the  effect  of  certain 
causes,  and  that  these  causes  go  right  down  to  the  foundations  on  which 
Society  is  established,  so  that  any  investigation  or  treatment  of  effects 
natvu'ally  leads  to  a  study  of  the  causes  and  this  opens  u]i  the  whole 
social  and  economic  question. 

The  appointment  in  )nost  countries  of  Food  Controllers  and  Com- 
missions, functioning  on  lines  similar  to  the  Cost  of  Living  Commission, 
has  been  considered  necessary  in  order  to  protect  the  different  conunu- 
nities  from  the  evil  effects  of  certain  economic  forces  operating  under 
war  conditions.  This  memorandum  will  briefly  go  to  show  that  these 
forces  are  inherent  in  the  present  economic  system  of  society  and  have 
only  been  more  accentuated  since  the  war. 

While  the  necessity  for  brevity  makes  it  impossible  to  go  more  fully 
into  the  problems  that  arise,  it  is  hoped  that  enough  has  been  said  to 
show  that  changes  of  a  fundamental  character  are  necessai-y  before  the 
evils  complained  of  can  be  completely  eradicated. 

Ais  the  system  is  the  same  in  South  Africa  as  it  is  in  Great  l^ritain 
and  other  countries  it  cannot  be  irrelevant  to  quote  the  effects  inotlurr 
places  where  the  "  machine  "  has  been  longer  at  work.  ('ofi-es])onding 
figures  or  statistics  are  in  most  cases  not  yet  available  in  South  Africa. 
While  there  are  certain  local  coloiu-ings  in  this  country  which  have 
an  imdoubted  social  bearing,  they  do  not  in  any  way  atfecl  the  working 
of  the  system  from. the  strictly  economic  point  of  view. 

So<'iety  as  at  present  constituted  is  founded  on  private  enter|)rise 
and  competition,  its  guiding  ])rinci})les  being  to  buy  in  the  cheapest 
market  and  sell  in  the  dearest — to  take  every  advantage  of  the  laws 
of  «up})ly  and  demand  or  any  other  factor  which  will  increase  profits. 
The  mainspring  of  the  system  is  profits  {i.e.,  the  di'sire  for  wcalih). 


*  A.s  Capital  is  tfiat  ])orti()ii  of  wealtii  utilised  to  pi'oducc  moic  \\oalth. 
and  as  all  wealth  is  due  in  tlx'  first  place  to  tlu^  ai)|)licatioii  ol  lalniur  to  tho 
land  (or  its  pi'oducts),  labour  takes  preecdence  of  cajjita!  in  iniporiance.  Iience 
"Labour  and  Capital"  instead  of  the  tienerally  expressed  "Ciii)i1al  and 
Labour." 


I* 

(.'II  AI'I'KK    I. 

PROFITEERING. 

Tht'  l^ nil  "  Pi(>litiH'riii|j;  "  wms  i-oiiu'ti  in  prc-wai'  days  l\y  A.  K. 
(Mii<,'t'.  thf  Kditor  of  "  Tho  Nrw  Age  "  to  denote  all  trading  for  profit. 
V.  Iiothor  the  proHt  wus  hu'ge  or  siniill  was  innnatcrial.  It  was  thus 
iiicaiit  as  a  eundeinnation  of  tlie  present  systeni  of  private  enterprise 
t  onductod  for  proHtts,  as  against  Stat<',  Miinicii)al.  Public  or  (\>-o])erative 
ju  tivities  eouduc-ted  for  the  use  and  servict^  of  the  ])eo])lt\  Thi;  word 
profiteering  "  has,  however,  only  beeonie  familiar  since  the  war, 
it  being  iMter|treted  to  mean  the  making  of  undue  or  abnormal  ])rotits. 

In  July  IfllT,  Mr.  Lloyd  (leorge  when  discussing  tlie  (iiU'stiou 
'  t    profit-tn^ring  stat-ed : 

■  Profitin^i  is  a  fair  ivconipon.se  for  services  rendered  either  in  pro- 
iliHtioii  or  distribution,  while  profiteering  is  an  oxiravagant  recompense 
for  services   rendered." 

No  attempt  was  made  to  define  what  is  fair  or  what  is  extravagant. 

The  word  "  profiteering  "  is  frequently  ajiplied  by  the  })urchasing 
public  to  any  shopkeeper  who  charges  a  higher  price  for  an  article  than 
ihey  expected  to  pay. 

.\  Maritzburg  magistrate  described  profiteei-ing  as  ""  .\  crime  against 
lln    law  of  God  and  Man." 

A  leading  South  African  merchant  defined  profiteering  as  "  IMaking 
a  larger  gross  profit  on  the  turnover  than  was  made  in  pre-war  periods." 

If  profiteering  is  defined  as  making  more  money  than  in  pre-war 
days  for  rendering  the  same  service  (aee  par.  20  of  Report),  tlien  most 
of  the  firms  whose  accounts  were  examined  by  the  Commission  must 
be  included  in  the  category  of  "  profiteering." 

The  extraordinary  increase  in  the  profits  made  by  some  of  the 
individual  firms  can  be  seen  in  Table  R  to  the  Commission's  report. 

Dr.  Shad  well,  the  economist,  points  out  that  the  word  profiteering  is 
used  indiscriminately  to  the  two  following  distinct  processes: 

1.  flaking  money  in  a  favourable  m.arket  for  which  the  seller  is 

not  responsible. 

2.  Manipulating  the  market  and  artificially  raising  prices  in  order 

to  make  money. 

The  latter  it  will  be  seen  is  a  cause  >f  high  prices;  the  former  a 
conBequeuce. 

How  imich  of  the  profits  shown  in  the  Commission's  report  can 
bo  attributed  to  the  cause  and  how  nuicli  to  the  consequence  it  would 
V>e  almost  impossible  to  say. 

There  is  evidence  to  show  that  individuals  have  held  u])  supplies 
figainst  the  market  in  order  to  force  up,  or  in  anticipation  of  a  rise 
in  prices.  On  the  other  hand,  i)erhaj)S  the  more  general  cause  of  the 
l.'irge  profits  has  been  due  to  traders  taking  full  advantage  of  the  laws 
of  supply  and  deinand.  and  exacting  whatever  prices  the  market  enabled 
tlicni    to  get. 

THE    PROFITS    SYSTEM. 

If  any  proof  were  required  that  Mr.  Orage  was  justified  in  applying 
the  term  "  Profiteering"  to  the  system  there  is  plenty  to  be  found  in 
the  evidence   given  before   the  CoTnmission. 

When  fixing  prices  a  large  enough  profit  has  to  be  allowed  to  induce 
the  trader  to  continue  trading  iu  that  particular  commodity- 


Manuiactui-tMs  ('(Hiiplaiii  that  nu-rchants  will  not  \m^]\  the  h)cal 
products  bccausf  they  make  a  bigger  ])r(>tit  on  the  imported  arlicle  ; 

Fruit  tanners  are   urged  to  throw   tlieir  fruit  to  the   pigs  lather 

than  spoil   the  nuu'ket. 
Ships    will    not    offload    at    J)url)an    ii'    it    pays    better   to    offload 

at   I)(4agoa   Bay. 
Potatoes  will  not  he  cai'ried  if  there  is  a  bigger  profit  on  pianos. 
Farmers   will  not  sell  their  sheep  for  mutton  if  it   pays   better 

to    keep    them    for    wool. 
Rice    iniportatioiiH    practically    ceased    when,    owing    to    the   rise 

in   price   in   India  and  the  fixed   price  here,    the  margin   of 

profit  disappeared. 
The  farmer  will  not  grow  wheat  if  he  can  make  a  bigger  profit 

by  growing  oats  or  maize  or  lucerne,  or  anything  else. 

Then  again,  in  order  to  show  the  connection  between  prxe-fixing 
t<nd  profits,  it  can  be  .said  that  it  is  no  use  fixing  the  price  of  bread 
unless  the  ])rice  of  flour  is  fixed,  and  the  price  of  flour  cannot  be  fixed 
unless  the  price  of  wheat  is  fixed,  and  if  it  pays  the  farmer  better  to 
i>r6w  something  else  he  will  not  grow  wheat,  and  if  he  does  grow  whe;it 
and  the  miller  makes  the  flour,  the  baker  will  not  use  it  if  he  can  make 
bigger  profit  by  importing  flour.     So  it  might  be  continued. 

There  is  also  the  constant  struggle  between  the  buyer  and  the 
seller,  where  each  in  turn  when  selling  tries  to  get  the  highest  price 
possible,  and  when  buying  tries  to  buy  at  the  lowest  price  possible. 

It  must  be  apparent  that  in  a  system  (frequently  though  wrongly 
referred  to  as  the  survival  of  the  fittest)  where  the  propelling  force — 
self-interest — is  operating  in  every  direction,  attempts  to  relieve  the 
{>osition  by  taking  the  sharp  edges  as  it  were  off  those  forces,  can  at 
the  best  be  only  palliatives  as  they  treat  with  effects  and  not  with  causes. 

Food  Controllers  and  Cost  of  Living  Commissions  do  not  stop  the 
conflict  any  more  than  the  ambulance  stops  the  fight.  What  each  tries 
to  do  is  to  make  it  a  little  ea^sier  for  those  who'  are  being  most  injured 
in  the  struggle. 


CHAPTER  n. 
SUPPLY  AND  DEMAND. 

In  accordance  with  the  laws  of  supply  arid  demand  prices  were 
bcund  to  rise  after  the  outbreak  of  war,  as  while  the  demand  was 
constant  or  increasing,  all  usual  supplies  from  enemy  countries  ceased, 
and  in  addition  there  has  been  an  ever-growing  demand  on  the  part  of 
tlie  Allied  coimtries  for  raw  materials. 

In  normal  times  the  trader,  consistent  with  keeping  his  trade,  makes 
ns  much  profit  as  he  can.  It  is  not  surprising  therefore  to  find  that  in 
abnormal  times  he  has  done  exactly  the  same. 

Examples  of  the  extent  of  normal  and  abnormal  profits  can  be  seen 
in  the  Commission's  Profit  Tables  attached  to  the  report. 

In  addition  to  the  illustrations  of  the  operations  of  the  laws  of 
supply  and  demand  given  in  the  report,  a  case  might  be  cited  where 
a  merchant  when  giving  evidence  before  the  Commission  stated  that 
his  stock  of  sheet  iron  which  was  not  worth  £500  before,  went  up  in 
value  to  between  £6,000  and  £7,000.     He  was  not  res])onsible  for  this 


8 

jis;i.'  lu  piiii'.     iliid  lu'  said  this  iron  for  iaOO  tlic  puicliast  r  would  liuve 
liion  able  ti>  re-sell  it  at  the  higher  value. 

When  referriuj^  to  the  iiuikin<z  of  profits  a  trad(M-  reeeiitly  siimiind 
11).    the  situation    as   follows: 

"1  liavi'  iiiadf  more  moiiov  siiict'  tlu'  war  tliaii  J  over  luadu  heforo. 
I  niteiul  to  kc>i>i)  on  making  it,  if  1  can.  If  an  articli'  costs  nie  ill  and 
1  can  get  l'i50  for  it.  1  would  do  so.  If  I  could  got  t500  for  it.  I  would 
be  a  fool  not  to  take  it.  That  is  business.  Don't  l)lainc  me.  If  you 
want    to    blame    something,    blame    the    system." 

It  is  in  order  to  protect  the  consumers  against  these  scarcity  or 
i.plaeenient  prices  that  Food  Controllers,  Commissions,  and  elaborate 
price  and  profit-fixing  machinery  have  been  established  in  th(.'  differi-nt 
warring  countries. 

There  is  a  measure  of  truth,  in  the  assertion  that  liif.;li  prices 
'stimulate  production,  and  that  when  in  couse(juence  supply  overtakes 
demand,  prices  fall :  therefore  to  restrict  prices  or  profits  is  to  interfere 
wnn  the  main  force  that  brings  supply  and  demand  into  harmony. 
Against  this,  however,  there  is  tstill  the  fac;t  that  until  supply  does 
overtalce  demand,  the  selling  prices  will  be  governed  by  the  import 
prices,  and  when  supply  exceeds  demand,  by  the  export  or  world's 
market  prices.  In  either  case  the  prices  might  be  unduly  high  as  in  the 
case  of  Wool,  Meat,  etc. 


CHAPTER  III. 
PRICE  FIXING. 


So  great  has  the  profits  instinct  become  that  in  spite  of  a  network 
of  food  control,  price-fixing  regulations,  and  the  most  drastic  penalties 
for  infringement,  there  have  been  thousands  of  prosecutions  in  the 
different  warring  countries. 

Almost  every  step  taken  to  restrict  profits  and  prices  givew  rise 
to  an  sorts  of  other  difficulties,  the  effect  of  which  in  some  cases  might 
be  even  more  undesirable  than  the  original  position. 

This  does  not  mean  that  the  fixing  of  prices,  controlling  supplies, 
or  restricting  of  profits,  should  not  be  resorted  to :  to  take  up  this 
altitude  would  be  like  refusing  to  bale  out  the  boat  because  the  leak 
could   not  be    stopped. 

As  a  matter  of  fact,  prices  have  been  fixed  with  advantage  to  the 
consumer  in  South  Africa,  and  wdth  considerable  advantage  in  other 
countries. 

It  has  been  estimated  that  the  increase  in  prices  in  Great  Britain 
is  less  than  one-half  what  it  would  have  been  had  no  control  been 
exercised.  On  page  182  of  the  War  Cabinet's  Report  for  1917  it  is  stated 
that  since  the  more  drastic  Food  Control  regulations  had  been  enforced 
there  was  a  reduction  amounting  to  nearly  10  per  cent,  in  the  average 
working-class  family's  expenditure  on  foodstuffs  within  a  period  of  six 
months. 

It  is  quite  probable  that  if  the  countries  at  war  had  not  protected 
their  people  even  to  a  limited  extent,  by  fixing  prices  and  restricting 
profits,  the  excesses  of  the  economic  miachine  in  full  blast  might  have 
brought  about  its  own  destruction,  as  very  few  of  the  nations  would 
have  tolerated  during  the  war  the  uncontrolled  effects  of  the  laws  of 
supply  and  demand  on  their  necessaries  of  life. 
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The  War  Cabinet's  KepiH't  showw  on  every  hand  the  community 
hay  had  to  protect  itself  against  the  vicicms  effect  of  its  own  industrial 
and  commercial  system. 

The  following  figures  taken  from  the  "  London  Statist  "  might, 
in  passing,  be  quoted  to  show  the  extent  to  which  a  nation,  while 
engaged  in  a  life  and  death  struggle,  was  made  to  pay  tribute  to  one 
small  section  of  its  people,  viz.  :  the  British  Shipowners  : 

1913.  191G. 

Eai-nin'^s         127,000,00(1  410,000,000 

Expens"es 107,000,000  160,000,000 

Nett  Profits  20,000,000  250,000,000 

Profits  Tax nil.  115,000,000 

Balance   20,000,000  Ki5, 000,000 

Capital 192,000,000  200. 000,000 

Dividends 10+%                          67^% 

It  will  be  noted  that  the  nett  profits  in  1916  equalled  £50,000,000 
more  than  the  total  eapilization. 

Although  large  profits  are  still  being  made  by  the  ships,  the  bulk 
of  them  are  now  taken  by  the  Imperial  Government  (who  control  the 
ships  and  freight)  and  are  used  in  the  further  service  of  the  State. 


CHAPTEE  IV. 
INDUSTRIAL  UNREST. 

The  making  c^f  large  profits  was  not  confined  to  the  shipping  com- 
panies but  was  general  throughout  the  realms  of  commerce  and  industry. 
It  was  not,  therefore,  surprising  to  find  that  the  spirit  f)f  patriotism, 
sacrifice  and  service  which  dominated  the  masses  of  the  pe()ple  during 
the  first  year  or  more  of  the  war  began  to  be  permeated  by  a  strong 
feeling  of  vmrest,  which  later  on  under  the  growing  burden  of  the  increas- 
ing cost  of  living,  broke  out  in  industrial  upheavals ;  strikes  becoming 
general. 

It  cannot  be  far  wrong  to  say  there  have  been  fewer  strikes  in 
South  Africa  since  the  war  than  in  most  countries.  This  is  probably 
due  to : 

1.  The  increase  in  the  cost  of  living  here  not  being  so  great  as 

in  other  countries. 

2.  The  backwardness  of  industrial  organizations  and  activity. 

3.  Wages  being  increased  without  strikes  being  resorted  to. 

Strikes,  however,  have  not  been  confined  to  the  Allied  countries. 
In  Germany  and  Austria,  though  not  quite  iso  frequent,  they  have  been 
on  a  much  larger  scale. 

Given  the  same  cause  and  conditions,  then  sooner  or  later  the  same 
effects  are  bound  to  be  manifest. 

So  serious  did  the  disaffection  become  in  Great  Britain  that  in 
June,  1917,  the  Prime  Minister  appointed  a  special  Commission  to 
enquire  into  the  causes  of  the  industrial  unrest.  This  Commission 
divided  itself  into  eight  panels  and  investigatted  the  causes  in  eight 
different  divisions. 
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W'hon  detUinj:;  w  itli  the  lindiugs  ol"  this  Coinniission  the  War  Cahinct 
:n  their  report  for  1917  state  on  page  96: 

"'It  was  fouml  that  tlie  principal  cause  of  industrial  unrest  was  in 
each  case  discovorcd  to  be  attributable  to  liiiih  food  prices,  tlio  unequal 
distribution  of  supplies,  aiul  the  jjenrral  belief  in  the  existence  of  pro- 
fiteering. There  was  a  widespread  deniaiul  for  a  thorough  system  of 
food  control  which  should  ensure  ecjual  supplies  heinir  available  to  all 
classes,  and  should  also  ensure  that  advantage  sliould  not  be  taken  of 
the  shortage  to  intlate  prices.  In  proportion  as  these  objects  are  being 
attained  by  the  present  system  of  food  control,  the  unrest  due  to  these 
causes  may  be  expected  to  diminish.  On  the  other  hand,  it  has  to  be 
remembered  that  the  workman  with  his  smaller  purchasing  power  has 
a  smaller  range  of  commodities  within  his  reach,  and  that  want  of 
suHicient  food  tells  more  hardly  on  him  than  on  the  classes,  owing  to 
the  jjhysical  exertion  he  is  called  upon  to  put  forth.  Moreover,  the 
rise  in  wages  which  he  has  obtained  has  not  on  an  average  kept  pace 
with  tlie  rise  in  prices,  although  some  classes  of  workmen  are  earning 
considerably    higher   wages   than    they   were   before   the   war. 

"These  facts  account  for  the  continual  demand  for  higher  wages 
which  are  put  forward  in  various  industries,  and  make  it  necessary 
that  increases  granted  should  be  based  on  a  uniform  and  easily-under- 
stood principle  applied  throughout  the  whole  country,  namely,  on  the 
cost  of  living.  The  ^Ministry  of  Labour  has  constantly  worked  to  secure 
this  end.  and  although  it  is  impossible  to  regulate  wages  on  entirely 
uniform  lines,  the  efforts  of  the  Ministry  have  been  directed  to  securing 
the   greatest   possible   degree   of   co-ordination." 

Perhaps  the  most  glaring  instance  of  industrial  unrest  smee  the  war 
IS  to  be  found  in  the  report  of  the  National  Industrial  Conference  Board 
of  the  United  States  of  America,  where  it  is  shown  that  during  the  fiiist 
six  months  of  America's  entry  into  the  war  there  were  nearly  3,000 
strikes  in  the  United  States  in  which  over  280,000  employees  were  made 
idle  and  6,285,519  days  of  production  were  lost.  Higher  wages  to  meet 
the  higher  cost  of  living  were  reported  by  the  Board  to  be  the  most 
frequent  cause  of  the  strikes. 

The  number  of  strikes  in  Australia  in  1915  was  358,  and  in  1916,  508, 
while  there  has  been  a  considerable  increase  in  1917. 

In  proportion  to  its  population  there  are  three  times  the  number  of 
strikes  in  Australia  than  in  any  other  country.  This,  as  will  be  shown 
later,  is  because  of  the  sucess  of  labour  legislation  in  some  directions 
and  its  failure  in  others. 

It  will  be  seen  from  the  extract  of  the  War  Cabinet's  report  that 
"  the  rise  in  wages  which  the  working  classes  in  Great  Britain  have 
received  (either  through  strikes  or  otherwise)  have  not  on  an  average 
kept  pace  with  the  rise  in  prices."  So  that  what  the  working  classes 
during  the  war  have  been  doing,  is  not  improving  their  position,  but 
merely  trying  to  adjust  it-  so  that  they  can  reach  or  maintain  their 
pre-war  standard  of  living. 

As  far  as  South  Africa  is  concerned,  there  is  a  notable  exception 
to  the  above  position,  viz.:  the  case  of  the  Power  Station  engineers 
employed  by  the  Johannesburg  Muncipality.  When  demanding  £8  2s. 
per  week  they  refused  to  admit  they  were  not  entitled  to  ask  for  a  wage 
which  was  higher  than  the  estimated  increase  in  the  cost  of  living. 
They  contended  that  the  market  value  of  their  labour  was  governed  by 
the  laws  of  supply  and  demand,  exactly  the  same  as  other  commodities 
were  governed.  If  the  farmer  and  merchant  could  take  full  advantage 
of  the  laws  of  supply  and  demand  and  could  refuse  to  sell  their  goods 
f^r  less  than  their  market  value,  they  failed  to  see  why  they,  the 
engineers,  should  be  compelled,  or  expected,  to  sell  their  goods  (that  is 
their  labour  power)  for  less  than  they  thought  they  should  get,  or  why 
they  should  be  confined  to  their  pre-war  standard  when  nobody  else  was. 


li  tlii«  attitude  were  generally  adopted  by  the  working  classes  it 
would  at  once  bring  them  into  line  with  the  business  or  trading  sections 
of  the  community  who  ai'e  allowed  to  function  uncontrolled,  or  if  con- 
trolled, to  function  on  better  terms  than  their  pre-war  conditions.  This 
position  at  once  challenges  the  viewpoint  of  the  Ministry  of  Labour, 
which  is  "  that  demands  for  higher  wages  makes  it  necessary  that  in- 
creases granted  should  be  based  on  a  uniform  and  easily  understood 
jirinciple,  namely  the  cost  of  living." 

When  owing  to  increased  cost  of  production  or  a  desire  for  higher 
[-orfits  a  trader  witholds  a  coinmodity  from  the  m.arket  until  he  can 
obtain  the  increased  price,  there  is  little  o^r  no  dislocation  of  industry. 
This  every-day  adjustment  passes  unnoticed.  When  the  worker  owing 
to  increased  cost  of  production  (living  expenses)  witholds  his  commodity 
(labour  power)  from  the  market  until  the  buyer  pays  the  increased 
price,  industi-y  stops  and  the  economic  adjustment  is  called  a  "  strike." 


CHAPTER  V. 
WAGES  AND   PRICES,   PROFITS  AND   LABOUR. 

The  granting  of  higher  wages  frequently  provides  the  justifica- 
tion or  excuse  for  still  higher  prices,  so  that  the  game  of  wages-chasing 
prices  has  now  become  the  rule.  * 

In  this  "  catch-as-catch-can  "  economic  scramble  the  employing 
class,  or  owners  of  the  machinery  of  production,  distributio'n  and  ex- 
change, have  always  got  the  first  and  last  pull.  Through  their  control 
of  capital  and  supplies  they  are  generally  in  a  position  to  recover  much 
more  in  some  cases  than  they  lost  by  conceding  higher  wages. 

The  Secretary  for  the  Department  of  Labour  in  Victoria  draws 
attention  to  a  striking  instance  in  1916  when  the  coal  miners  of  Australia 
were  awarded  an  increase  in  wages  of  15  per  cent.,  by  Mr.  Justice 
Edmunds.  This  involved  an  extra  sum  of  £390,000  per  year  to  the  mine- 
owners.  Under  the  same  award,  however,  the  mine-owners  were  al- 
lowed to  increase  the  selling  price  of  their  coal  by  3s.  per  ton,  which 
meant  realising  on  their  total  output  the  extra  amount  of  £1,350,000. 

As  this  recovery  is  obtained  at  the  expense  of  the  consumer,  it 
means  in  order  that  one  section  might  have  higher  wages  other  sections 
are  penalized,  and  they  in  their  turn  demand  higher  wages  to  meet  the 
higher  cost  of  living,  f 

As  officially  recorded  in  Great  Britain,  so  in  Australia  the  increase 
in  wages  has  not  kept  pace  with  the  increased  cost  of  living. 

In  the  Labour  Keport  No.  7  of  1917,  Mr.  Knibbs,  the  Common- 
wealth Statistician,  shows  that  although  the  average  wage  of  the  Austra- 
lian worker  has  increased  from  £2  3s,  5d.  in  1901  to  £3  Os.  8d.  in  1910, 
an  increase  of  39.6  per  cent.,  the  increase  in  the  cost  of  living  for  the 
same  period  is  50.7  per  cent. 


*  Under  certain  conditions  wages  niight  rise  and  prices  fall,  a.s  when 
sometinios  happens  increased  productivity  follows  a  rise  of  wages,  or  when 
increased   supplies   come   in  the  market  from   other   sources. 

t  There  is  a  limit,  however,  to  this  as  higher  prices  niight  mean  decreased 
(:on.«umption  and  loss  of  trade.  If  tlie  demand  is  maintained,  the  larger  profits 
will  attract  capital  from  less  remunerative  activities,  and  this  in  turn  will 
affect   prices   and   profits   until   equilibrium   is   again   restored. 

Capital,  like  Labour,  is  always  looking  out  for  the  best  opening,  but 
being  much   more   mobile  can   more  readily  take   advantage  of  it. 
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TIun  K'a\L's  tlu'  Australian  woi'kci',  in  spile  of  tlic  1  liuiisaiids  nf 
disputes  and  strikes,  11.1  per  crHl.  \\i>rst'  otV  as  far  as  real  "va^cs  t;o,  tlum 
he  was  15  vears  ago. 

Board  of  Trade  figures  show  tliati  while  w  a^es  in  (.iicat  Britain 
rose  IH.H  y»r/'  ciut.  hetwet-n  IS'.).")  and  l'.K)(S,  the  letail  )iiice  of  t'.>od 
during  the  same  period  increased  by  17.2  [icr  cihI.  As  these  figures  are 
for  what  might  he  termed  a  normal  j)eriod  it  is  intt  resting  to  note  how 
elotse  the  proportional  increase  is  to  the  Australian  ligures  which  include 
the  war  period. 

It  nuist.  therefcre,  be  seen  that,  as  prici's  can  alwavN  keep  ahead 
of  wages,  the  wage  or  salary  earner  of  to-day  teaming  to  per  wi'ck  would 
be  no  better  off  if  he  received  JtlOO  ])er  week  and  had  to  spend  it  on 
rent,    f()>)d,    an. I    the   other  nece^ssaries  of    life. 

In  the  economic  world  a  worker  is  not  a  human  luang  but  a  c.ianmod- 
ity  called  labour.  The  ])rice  of  labour  (wages)  is  go\erned  by  tlie  same 
factore  that  govern  the  coist  of  other  conmiodities,  that  is,  its  cost  of 
production  (living  expenses)  and  the  fluctuations  of  supi)ly  and  demand 
above  and  below  this  cost.  So  that  the  c(.st  of  producing  labcjiu'  e(pials 
the  labourer's  standard  of  living. 

This  is  why  it  is  that  between  towns,  districts,  and  countries,  vvfige-s 
vary  to  a  considerable  extent  for  similar  work  performed-  A  luitive  in 
South  Africa  off-loading  a  ship  will  receive  about  2s.  (id.  a  day.  A 
(  oloured  man  doing  the  same  work  will  get  4s.  per  day.  A  w  bite  labourer 
will  receive  about  6s.  or  7s.  a  day,  while  an  Australian  dock  lalxaircr  or 
"  Wharfie  '  as  he  is  called,  demands  and  gets  14s.  ])er  day.*  I'hey  all 
do  exactly  the  same  work,  and  the  quantity  cannot  vary  to  any  great 
extent.  The  chief  difference  is  they  each  have  a  different  standard  of 
living.  The  native's  wants  are  so  few  that  he  can  live  and  i'ej)r(iduce 
his  species  on  from  £S  to  £4  permonth,  while  the  Australian  "  \\  liar  fie 
demands  a  standard  of  living  equal  to  14<.   ])er  day. 

The  same  principle  can  be  observed  in  the  payment  of  lower  wages 
to  female  workers.  It  is  assumed  they  have  onlj-  themselves  to  keep, 
consequently  their  cost  of  living  must  be  lower  than  that  of  a  man,  who 
is,  or  might  get  married,  and /or  have  other  dependents. 

Girls  when  living  with  their  parents  often  receive  still  lower  pay- 
ment. Because  the  parent  i)ayts  ])art  of  their  cost  of  production  (living 
expenses)  the  employer  feels  justified  in  ])a3'ing  less  wages. 

As  the  ])rinciple  of  equal  pay  for  equal  work  becomes  more  general 
it  will  mean  the  rising  of  the  lower  paid  worker  in  each  class  to  that 
of  the  higher,  but  it  will  not  increase  the  standard  of  the  latter. 
The  following  two  essential  facts  theii  ennnerge  : 

1.  The  nominal  or  money  wage  is  of  little  importance;  what  is 

important  is  its  purchasing  value. 

2.  Its  purchasing  value  can  never  exceed  what  it  costs  the  worker 

to  live  according  to  his  accepted  standard. 

Moreover  there  is  no  possible  escape  from  this  position  as  long  as 
Capital  owns  and  controls  the  necessary  commodities — wdiich  in  the  first 
place  were  produced  by  labour — and  the  worker,  in  order  to  live,  has  to 
buy  them  back  out  of  wages. 

While  it  is  true  that  speaking  generally  the  standard  of  living  of  the 
worker  has  improved  during  the  past  50  or  100  years  his  position  can 

*  The  wharfside  labourer  in  Australia,  althoujih  doinp;  unskilled  work,  has, 
bv  mean.s  of  hi.s  industrial  organization,  raised  his  wages  to  Is.  9d.  per  hour, 
which   is  higher  than  the  wages   paid   to   most  of   the   skilled   tradesmen. 


only  bf  xifc'wed  to-day  in  perspective  to  the  all-round  improved  standard 
of  life  in  consequence  of  the  greater  wealth  production.  From  the  j)oint 
of  view  of  equally  sharing  in  the  increased  wealth  produced,  statistics 
iin  to  show  that  the  worker  is  being  badly  left  all  the  time. 

The  commonplace  statement  of  to-day  that  the  rich  are  getting 
riciier  and  the  poor  are  getting  poorer  was  evidenced  in  1848  when  in 
the  House  of  Commons,  W.  E.  Gladstone  said: 

•  While  there  was  a  decrease  in  the  consuming  powers  of  the  people 
and  an  increase  in  the  productions  of  the  operative  classes,  there  was 
at  the  same  time  a  great  accumulation  of  wealth  by  the  upper  classes 
and   a   constant   increase   of   capital." 

7\ccording  to  Board  of  Trade  returns,  profits  rose  from  £674,000,000 
in  1898  to  £1,010,000,000  in  1908,  or  49.8  per  cent.,  while  during  th^' 
^aine  period  wages  only  increased  by  12  per  cent.  Between  the  years 
1900  and  1908  profits  rose  12.5  per  coit.,  while  wages  only  rose  1  per 
'■rut. 

The  same  forces  at  work  then  have  been  at  work  ever  since.  In 
order  to  show  how  effective  they  still  are  in  favour  of  capital  the 
following  figures  are  taken  from  Mr.  Knibbs'  Commonwealth  Year  Books 
1910  and  1916. 

All  manufacturing  trades  in  the  Commonwealth. 

1910.  1915. 

Number  of  employees 266,661  321,071 

Average  wage  earned  in  a  year  ...              £79     3     0  £103     8     0 

Total  value  of  finished  output  ...         £105,958,828  £169,086,700 
.\verage  value  of  finished  output 

per  employee  £397     7     0  £526  12     0 

Therefore : 

The  increase  in  wages   per  employee   for   the   seven 

years  was £24     5     0 

The  increase   in   the   value   of  output   per   employee 

for  the  seven  years  was   £129     5     0 

FrO'm  this  it  can  easily  be  seen  that  wages  paid,  or  increases 
given,  are  not  governed  by  the  values  (or  increased  values)  produced. 

A  native  digging  for  diamonds  will  receive  the  same  wage  as  a 
native  removing  manure.  If  the  gold  mines  could  be  worked  entirely 
by  natives,  the  wages  and  salaries  paid  would  be  reduced  to  the  native's 
standard  yet  the  gold  produced  would  be  exactly  the  same  value  as 
when  won  by  the  white  staff. 

Every  dispute  and  strike  for  higher  wages  or  better  conditions  is 
merely  the  oaitward  manifestation  of  one  section  of  the  workers  after 
another  struggling  to  obtain  a  better  standard  of  life  out  of  the  total 
wealth. 

To  the  employer  the  worker  only  represents  so  much  labour  power 
to  be  bought  like  any  O'ther  commodity  as  cheaply  as  possible  and  set 
down  as  one  of  the  items  of  expense  in  his  business. 

To  the  worker  his  labour  means  his  life. 

There  can  be  no  social  or  economic  stability  while  human  life  is 
treated  as  a  commodity  on  a  par  with  merchandise. 

Furthermore  the  system  of  payment  by  wages  compels  labour  to  be 
a  commodity  and  its  escape  from  this  position  is  an  economic  impossi- 
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bility.  No  relOnii  or  iiuprovouuMit  "  withiii  tlif  s\stoni  cnti  ;ilU;i'  tJw" 
workers  status  or  relation  to  scK'-ietv.  The  only  way  <>wt  is  by  the  aboli- 
tion of  the  wage  system  and  au  economic  and  social  rtH'-onstiuc.tiou  on 
the   liiK^s   ;ulvo('attNl    in   otlii>r  chapters  (>!'   this   iiuMnoraiKhnii. 


OHAPTEU  VI. 
LABOUR    V.    CAPITAL. 

Hij:;her  wa^es  can  only  i)e  di*awn  iron)  lixtra  W'calth  created,  or  hotn 
protits.  If  national  ])r(xluction  w^as  a  fixed  (jnantity,  hii>;]uir  \vaf?es  conkl 
only  be  granted  at  the  expense  of  profits. 

The  margiv  between  wages  and  values  is  not  a  constant  ur  tixtd 
iiuantity.  Man\  factors  operate  to  influence  their  amounts  liotli  indc- 
pendeutly  and  relatively. 

On  the  average  labour  receives  as  wages  frf>m  HO  per  cciif.,  Id  -lO 
)iet  rent.,  of  values  produced.  The  surplus  value — or  unpaid  lal>our,  is 
taken  by  Capital  in  the  shape  of  Kent,  Interest  and  Profit.  While  wages 
will  be  limited  by  the  value  of  a  product,  the  value  of  a  pi'cKliict  will  not 
be    limited    l\v    wages. 

If  value  is  taken  as  100,  wages  might  be  represented  by  75  ,i,iul 
Cai)ital  by  "25,  or  wages  by  25,  and  (/a])ital  by  75. 

If  by  increased  production  wealth  is  increased  say  by  20,  Laboui- 
might  get  as  its  share  of  this  extra  value,  5  and  Capital  15,  or  vice  vermi.. 

This  tug-of-war  as  to  their  i-espective  share  of  the  wealth  produced 
is  the  conflict  w-hich  has  been  going  on  for  years  between  Labour  and 
Capital.     Its  continuation  under  the  present  system  is  inevitable. 

"  LABOUR  V.  CAPITAL. 

"I  see  in  the  near  future -a  crisis  approaching,  tliat  unnerves  me 
and  causes  nie  to  tremble  for  the  safety  of  my  country.  As  the  result 
of  war.  corporations  have  "been  enthroned,  and  an  era  of  corruption 
in  hiirli  ])]accs  will  follow,  and  the  money  power  of  the  country  will 
endeavoui'  to  prolong  its  reign  by  working  upon  the  prejudices  of  the 
people  until  all  the  wealth  is  aggregated  in  a  few  hands  and  the 
Hepul)lic  is  destroyed.  I  feel  at  this  moment  more  anxiety  for  tti(> 
safety'  of  our  country  than  ever  before,  even  in  the  midst  of  war.  God 
grant   that  my  foreboding  may   be  groiuidless. 

"It  is  as.sumed  that  labour  is  available  only  in  connection  with 
capital,  that  nobody  labours  unless  .somebodj'^  else  owning  capital,  some- 
how bj'  the  use  of  it.  induces  him  to  labour.  Labour  is  prior  to  "and 
independent  of  capital.  Capital  is  only  the  fruit  of  labour,  and  could 
not  have  existed  if  labour  had  not  first  existed.  Labour  is  the  sui>erior 
of  capital,  and  deserves  higher  consideration.  I  bid  the  labour  people 
beware  of  surrendering  the  power  which  they  possess,  and  which,  if 
surrendered,  will  leisurely  be  used  to  shut  the  door  of  advancement 
for  such  as  they,  and  fix  disabilities  and  burdens  upon  them  until  all 
liberty   be   ]nfii." —Abraham   TAncoln. 
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CHAPTEK    Vn. 

LABOUR. 

liabour  (vvhicii  is  tlu;  [(nindHtion  ot  all  value)  in  tliii  skill  of  tliu  iiiiiid 
aiyd  the  strength  of  the   l)()dy  ajjplied   in  service. 

Too  frequently  it  is  interpreted  to  mean  only  the  manual  worker. 

Included  in  its  category  must  come  the  professions,  managers, 
inventors,  supervisors^  civil  servants  and  every  pei-won  whether  rich  or 
poor  who  renders  a  useful  s(x;ial  service. 

The  capitaliist  in  so  far  as  the  application  of  his  ability  and  energy 
is  concerned  must  also  he  included  in  the  ranks  of  Labour. 

This  labour  power  of  the  Capitalist  must  on  no  account  be  confused 
with  the  power  by  which  the  oivnership  of  land,  nia^.'hinery  or  other 
capital  enables  him  to  exact  rent,  int-erest  and  profit  from  the  labours 
of  others. 

For  the  labour  service  he  renders  he  is  entitled,  along  with  otlu-r 
workers,  to  be  rewarded  on  his  merits. 


CHAPTEE   VllI 
CAPITAL. 


Capital  is  that  portion  of  wealth  utiliised  to  produce  more  wealth. 
11  is  the  product  of  labour  and  Labour's  auxiliary  factor  for  further 
production.     Without  labovu'  it  is  uselesB. 

Mr.  Walter  Jones  in  "   National  and  Municipal  Finance  "'  says: 

"What  would  happen  if  all  the  workers  positively  refu.'^ed  to  do  any 
work  of  any  kind  for  three  short  months  P  All  the  boasted  capital  would 
be  a  u.seless  scrap  heap,  and  the  whole  Empire  one  big  cemetery  for 
rich   and   poor,  alike." 

Society's  quarrel  (industrial  unrest)  is  not  with  capital  but  with 
the  power  its  possession  gives  to  its  owners — the  ]irivate  capitalists — 
over  the  lives  of  others. 

While  it  is  true  that  Society  cannot  do  without  capital  it  is  becoming 
more  apparent  that  it  cannot  do  with  the  capitalist. 

To  such  an  extent  has  capital  accumulated  and  become  concentrated 
in  the  hands  of  a  comparative  few  that  instead  of  it  proving  a  blessing 
to  mankind  it  has  almost  become  a  curse. 

Only  by  the  transference  of  this  power  from  individuals  w  lu>  now  use 
it  for  personal  gain — to  the  community  who  will  use  it  for  the  common 
good,  can  relief  be  obtained.  Just  as  the  man  who  owns  the  land  owns 
the  people  on  the  land,  so  the  man  who  owns  the  machinery  of  produc- 
tion owns  the  people  who  are  dependent  on  it  for  their  means  of 
subsistence. 

The  following  statement  made  by  a  well-known  American  Senator 
reveals  the  power  of  money  or  "  Big  Finance." 

"  There  are  fifty  men  in  the  City  of  New  York  who  can,  in  twenty- 
four  hours,  stop  every  wlioel  on  all  the  railways,  close  every  door  of 
our  factories,  lock  every  switch  in  every  telegraph  line,  and  shut  dowi) 
every  coal  and  iron  mine  in  the  United  States  bccau.se  they  control 
the   money   of  the   country." 
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(."apitiil  jvnd  ability  are  not  sviioiiyiiKnis  terms.  The  owner  of 
capital  may  or  may  not  have  ability.  It  lie  has  both  ability  and  capital 
and  nses  tliem  for  ])ersonal  gain,  the'n  he  is  all  the  more  dangerous 
'o  Society."  To-day  the  man  of  ability  is  witli  few  exceptions  the  paid 
servant  or  labourer  of  the  man  of  money.  Many  of  the  World's  greatest 
•  i'    invontionts  have  been  due  to  the  labour  of  jioor  men,  mo.st  of  wlujm  have 

9\  Vi  .^^c-  i  Ability  could  not  be  better  represented  than  by  the  firitish  .Judges. 

Lt*''^  ^"^  They  receive  £5,000  per  year.     Compare  this  sum  and  the  service  ren- 

^,>'''''.vX  >*     'iored  with  tlie  fabulous  incomes  of  large  land-owners  and  other  capita- 
*■   ,'"''**  VV"  ''i-'ts.   many  of  whom   have  no  ability  and  render  no  service. 
L/-^\^'A  "^  '^^^^  most  valuable  services  rendered  to  mankind  have  not  been  done 

^f^X,/^  ><>"  monetary  gain.     The  greatest  incentive  to  service  is,  and  always  has 

-i'.'^'^  ^  i)"en.  the  pride  and  pleasure  of  rendering  service. 

^''  Ability  can  only  function  through  labour  service.     Labour  service 

'^  whether  rendered   by    a  millionaire,    a   pauper,    or   a   duke,    is  entitled 

!o  be  renunierated  in  proportion  to  the  value  of  such  service  due  regard 
being  ])aid  to  the  value  of  other  services  and  the  total  wealth  produced.' 
While  this  rewards  service  according  to  merit  it  entirely  eliminates  the 
present  day  power  which  enables  the  owner  of  Capital  to  take  half  the 
wealth  socially-  produced  merely  by  virtue  of  such  ownership. 

Out  of  the  total  wealth  of  Great  Britain  some  £700,000,000  is  taken 
'•ach  year  for  lient  and  Interest  alone. 

Rent :     The  land  or  property  owner  can  sit  in  idleness  and  exact  the 
first   share   of  the   wealth   produced  from   his   land.      The   greater   the 
production  the  higher  the  rent.      His  demand  is  only  limited   by   the 
ctmpetition  of  other  land  and  property  owners. 
Adam  Smith  wrote  : 

"As  soon  as  land  becomes  private  property  the  landlord  demands  a 
share  of  almost  all  the  produce  which  the  labourer  can  either  raise  or 
collect  from  it.  His  rent  makes  the  first  deduction  from  the  produce 
of   the   labour   employed   on   the   land.        - 

"As  soon  as  the  land  of  any  country  has  all  become  private  pro- 
perty, the  landlords,  like  all  other  men,  love  to  reap  where  they  never 
sowed   and  demand  a  rent   even  for  its   natural  produce." 

"The  widow,"  says  Carlyle,  "  is  gatheri^ng  nettles  for  her  children's 
supper.  A  perfumed  landlord  lounging  delicately  in  Paris  has  an 
alchemy  by  which  he  will  extract  from  her  every  third  nettle  and  call 
it   rent    and   law." 

Interest:  Usury,  or  unearned  increment,  is  the  amount  charged 
for  the  loan  or  use  of  capital. 

As  more  money  is  paid  in  interest  than  in  wages,  the  business  of 
lending  has  become  more  profitable  than  the  business  of  working.  On 
this  subject  Euskin  writes : 

"Usury  is  properly  the  taking  of  money  for  the  loan  or  use  of 
anything  (over  and  above  what  pays  for  wear  and  tear)  such  use 
involving  no  care  or  labour  on  the  part  of  the  lender.  It  includes  all 
investments  of  capital  whatsoever  returning  '  dividends  '  as  distinguished 
from  labour,  wages  or  profits.  Thus  anybody  who  works  has  a  right  to 
wages  for  his  work;  any  Inspector  has  a  righi  to  payment  for  such 
inspection ;  but  idle  persons  who  have  only  paid  one  hundred  pounds 
towards  the  road  making,  have  a  right  to  a  return  of  the  hundred 
pounds — and  no  more.  If  they  take  a  farthing  more  they  are  usurers. 
They    may   take    £.50   for   two   years,    or    £-5    for   twenty   years;    but   the 


*  If  it  could  be  assured  that  every  unit  rendered  the  utmost  service 
according  to  his  ability  and  energy,  and  that  such  service  was  necessary, 
then  it  might  be  fair  to  distribute  the  wealth  in  equal  proportions.  Until 
this  consummation  is  within  reach,  it  cannot  be  unfair  to  remunerate  according 
to  merit. 
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fiisl  tartliiiiy;  they  tak«'  moi-c  tliaii  tlieii-  ImiidrtHl,  lu-  it  soonei-  or  later, 
is   usurv. 

"Ami  thus  in  all  other  possihle  or  ronceivahlo  cases  tlie  luoiiieiit 
our  capital  is  increased  by  having  lent  it,  he  it  in  the  estimation  of  a 
single  liair  tliat  liair's  breath  is  usury,  just  as  mut'h  as  the  stealing  ot 
a   tartliing   is   theft,    no   less   tlian   stealing   a   million. 

"  But  usury  is  worse  than  theft,  in  so  far  as  it  is  obtained  either 
by  deceiving  people  or  distressing  them,  generally  by  both;  and  finally 
by  deceiving  the  usurer  himself,  who  comes  to  think  that  usury  is 
a  real  increase,  and  that  money  can  grow  out  of  money;  whereas  all 
usury  is  increase  to  one  jxm-sou  by  decrease  to  anotlier  ;  and  every  gain 
of  calculated  increment  to  the  rich,  is  balanced  by  its  mathematical 
equivalent   of   decrement    to   the   poor." 

Again  "Any  honest  and  sensible  reader,  if  lie  chooses,  can  think 
out  the  truth  in  such  matters  for  himself.  If  he  be  dishonest,  or  foolish, 
no  one  can  teach  him.  If  he  is  resolved  to  find  reason  or  excuse  for 
things  as  they  are,  he  may  find  refuge  in  one  lie  after  another ;  and 
dislodged  by  each  in  turn,  fly  from  the  last  to  the  one  he  began  with. 
But    there   will    not    long   be    need    for    debate   nor   time    for    it. 

"Not  all  the  lying  lips  of  commercial  Europe  can  much  longer 
deceive  the  people  in  their  rapidly-increasing  distress,  nor  arrest  their 
straight    l)attle    with    the    cause    of    it." 

Mr.  Walter  Jones  in  liis  useful  little  book,  previously  I'ef erred  to. 
cites  a  case  where  a  municipality  borro.wed  £16,000  to  erect  a  ^Market 
Hall.  Tlie  ratepayers  have  already  paid  £70,000  for  the  a^r  of  tlit- 
£16,000  and  they  still  owe  the  £16,000. 

The  tribute  which  unearned  increment  levies  on  the  people  is 
colossal.  Whereas  in  the  olden  days  it  was  looked  upon  as  innnoral  to 
charge  interest  or  usury,  to-day  it  is  almost  looked  upon  as  immoral 
to  suggest  that  interest  should  not  be  charged. 

Banking  :     When  war  broke  out  in  1914  there  was  a  crisis  in  bank- 
ing circles.     The  British  Government  had  to  come,  to  the  banks  assist 
ance.     They  sanctioned  the  issue  of  millions  of  £1  notes,  all  of  which 
were  backed  by  Government  security. 

In  April,  1904,  Trearsury  Bills  to  the  amount  of  £2,000,000  were 
discounted  by  the  London  and  Westminster  County  Bank.     These  bills 
have  been  renewed  year  by  vear  and  in  1914  the  interest  and  renewal 
charges  had  cost  South  Africa   £1,000,030  and  the  £2,000,000  was  still 
owing. 

The  total  loans  of  the  Johannesburg  Municipality  is  £5,500,000. 
As  these  loans  don't  mature  until  1933 — 1934  it  will  mean  that  interest 
to  the  amount  of  about  £7,000,000  will  have  been  paid  for  the  use  af  the 
£5,500,000  and  the  £5,500,000  will  still  be  owing.  Flotation  charges 
amount  to  £316,000,  while  the  yearly  interest  of  £250,000  absorbs  two- 
thirds  of  the  total  revenue  fro^m  rates. 

Over  33  per  cent,  or  nearly  £7,000,000  of  the  Union's  total  exjien- 
diture  is  paid  away  for  interest  every  year  to  banks  and  othei-  money- 
lenders. 

There  is  no  reason  why  a  State  or  municij)ality  or  community  sluiuld 
not  only  finance  its  own  services  but  finance  them  without  charging 
itself  any  interest  at  all. 

The  State  of  Guernsey  shortly  after  the  Napoleonic^  wars  financed 
itself  in  certain  respects  on  its  own  note  issue  without  charging  itself 
any  interest.  One  issue  was  for  £4,500  to  build  a  market.  The  nfites 
were  promises  to  pay  on  demand,  guaranteed  by  the  State  and  accepted 
by  tradesmen,  and  were  all  redeemed  (partly  out  of  the  profits  the 
market  made)  at  the  end  of  ten  yeai'S. 


The  Austi!ili!in  (lovenuiifnt  through  the  ('oiiiiiiDiuvi'altli  Jiank  issiit» 
tlieir  own  note^,  such  issue  heing  hacked  l)y  a  hu"ger  g()ld  reserve  tlian 
private  hanks  hold  against  tlieir  note  issues. 

Profit  is  wliat  is  lefl  of  the  surplus  value — or  unpaid  labour,  after 
llent  and  Interest  have  had  their  share.  It  is  the  power  vvhicli  enables 
Capital's  three  non-produeing  but  tribute-levying  factors,  Kent,  Interest 
.•nd  Profit,  to  take  the  bulk  of  the  wealth  })roduced  by  others,  that 
is  the  chief  cause  of  the  social  and  econoniic  evils  of  society. 

Capital  Inis  often  been  -defined  as  the  reward  of  abstinence.  On  this 
subject  Henry  George  writes : 

''Abstinence  is  not  an  active,  but  a  passive  quahty  ;  abstinence  ni 
itself  produces  nothing,  why  then  should  any  part  of  what  is  produced 
ho  clanned  for  it"-'  Accumulation  is  the  end  and  aim  of  abstinence. 
Nor  of  itself  can  it  even  do  this.  If  we  were  merely  to  abstain  from 
usiufi  it,  how  much  wealth  would  disappear  in  a  yearP  And  how  little 
would  be  left  at  the  end  of  two  years?" 

It  is  often  asserted  that  Capital  is  necessary  to  start  and  maintain 
industry.  While  this  might  be  true  to  a  certain  extent  it  is  too  often 
forgotten  that  industry  once  started  frequently  replenishes  its  capital 
as  fast  as  it  is  consumed  by  means  of  writing  off  depreciation  out  of 
{.rofits.  By  this  means,  apart  from  the  interest  and  profits  earned,  the 
whole  of  the  Capital  is  paid  back  at  the  end  of  a  given  number  of  years. 

One  South  African  manufacturing  firm  with  a  capital  of  £140,000 
hafi  written  off  during  the  last  four  years  an  amount  totalling  £67,000 
for  depreciation. 

Perhaps  the  most  glaring  example  of  an  industry  replenishing  its 
own  capital  is  the  case  of  the  De  Beers  Diamond  Mines,  whose  i)rofits 
have  so  much  exceeded  the  dividends  paid  to  the  shareholders  that  the 
surplus  has  been  sufficient  to  allow  of  their  writing  down  their  plant 
until  it  stands  to-day  in  the  published  balance  sheets  at  a  value  of  £1, 
although  its  market  value  would  run  into  hundreds  of  thousands  of 
Dounds. 


CHAPTER   IX. 
THE  WORKER.* 


At  the  outbi'eak  of  the  war  Britain  was  supposed  to  be  at  the  height 
of  its  prosperity.  , 

The  national  income  wm  over  £2,000,000,000. 

Production  was  greater  than  ever  before. 

The  Income  Tax  and  Trade  Eeturns  were  breaking  all  records.  On 
every  hand  Ihere  was  striking  evidence  of  great  wealth.  In  the  midst 
of  it  ?11  there  was  even  more  striking  evidence  of  greater  poverty. 

Mill'ons  were  doomed  to  live  in  slums,  inisery,  and  squalor,  in  order 
that  a  few  thousands  could  live  in  affluence. 

Every  year  from  two  to  three  million  persons  were  in  receipt  of 
Poor  Law  Belief  on  which  £17,000,000  was  being  spent. 

Ten  millions  a  year  were  also  being  spent  by  charitable  organiza- 
tions. 


*  Tlie  term  "worker"  is  here  used  to  mean  the  large  mass  of  people  to  be 
found  in  everv  country  who  receive  a  small  salary  or  wage  for  rendering  a 
mental   or   manual   service. 


Twelve  million  people  were  living  on  the  border  line  of  starvation — 
that  is  the  weekly  income  of  the  family  was  not  more  than  21/8,  which 
was  the  Booth  and  Rowntree  estimate  of  the  cost  of  barest  subsistence. 

The  mass  of  the  people  were  realising  more  and  more  that  all  the 
wealth  they  produced  was  outside  their  reach.  Without  studying  econo- 
mics they  in/stinctively  felt  that  something  was  wrong.  They  were  not 
getting  a  fair  share  in  the  national  deal.  Unemployment  and  industrial 
unrest  were  rampant.  Millions  were  OA^erworked  and  underfed.  There 
were  generally  from  500,000  to  1,000,000  unemployed.  No  matter  how 
willing  or  able  a  man  was  to  work,  he  had  to  starve  until  he  could  find 
another  man  who  gave  him  the  opportunity^  to  earn  his  daily  bread. 

The  bootmaker's  children,  with  the  rest,  went  barefooted  and  cold 
because  their  father  was  out  of  work.  Unemployment  meant  no  pay. 
The  father  was  out  of  work  because  with  the  aid  of  machinery  he  had  ibade 
LOO  n)any  boots.  The  owner  of  the  boots  had  got  his  warehouse  stocked 
and  said  there  was  no  demand  for-  boots,  yet  on  all  sides  and  in  every 
street  there  was  a  visable  and  crying  demand.  The  boots  would  lie  until 
another  man,  perhaps  in  a  foreign  country,  offered  to  buy  them.  This 
would  be  the  signal  for  a  fi-esh  start  and  the  bootmaker  would  be  re- 
employed to  fill  the  warehouse  or  supply  the  demand.  When  he  had 
made  too  many  boots  again  he  got  the  sack.  This  was  called  over- 
production. What  it  really  was  was  under-consumption.  Could  anything 
bo  more  tragic  than  that  the  workers  should  be  reduced  to  beggary 
because  they  produced  too  much?  With  the  commercial  demand 
jumping  up  and  down  and  from  one  thing  to  another  unemployment 
was  an  unavoidable  consequence  of  the  system.  Employment  was 
spasmodic.  The  prices  for  food  were  getting  higher,  while  the  real  wage 
was  getting  less. 

The  nation  was  divided  into  two  classes — those  who  lived  by  labour 
and  those  who  lived  by  ownership. 

The  conflict  between  Labour  and  Capital  was  being  waged  with 
more  and  more  intensity.  A  million  coal  miners  had  brought  industry 
ti>  a  standstill  by  the  end  of  a  six  week's  strike.  The  Cabinet  sat  all 
ti'ght.  Parliament  passed  a  Minimum  Wage  Bill,  which  a  few  weeks 
before  it  had  decided  was  impracticable. 

The  railway  workers  went  on  strike  for  the  modest  minimum  wage 
of  £1  per  week. 

In  every  town  and  district  smaller  strikes  were  being  fought  with 
increasing  hatred  and  bitterness. 

Labour  leaders  and  Trade  Union  officials  were  being  swept  off  their 
feet  by  the  surging  rank  and  file. 

Strikes  were  not  so  much  disputes  as  displays  of  resentment  and 
anger   against   society. 

The  days  of  sectional  strikes  were  nearly  finished.  The  slogan  of 
"  An  injury  to  one  worker  is  an  injury  to  all"  was  being  taken  up 
throughout  the  land.  The  response  was  the  federation  of  over  two 
million  workers  representing  the  miners,  railway,  and  transport  workers, 
into  an  organization  known  as  "  the  Industrial  Triple  Alliance."  The 
emjiloyers  had  got  their  backs  to  the  wall  and  were  fighting  every  inch 
of  the  way.  They  refused  to  recognise  the  mens'  Trade  Unions  and 
industrial  organisations.  They  held  that  no  body  of  emf.ioyees  had  any 
right  to  be  consulted  by  theni  or  interfere  in  their  business  affairs.  The 
worker  was  informed  that  all  he  had  to  do  was  what  he  was  told  and 
"  if  he  didn't  like  it  he  could  clear  out." 

In  South  Africa  there  had  been  a  general  strike.  Under  Martial 
Law  rioting  took  place,  people  were  shot,  hundreds  were  imprisoned, 
and  nine  strike  leaders  were  deported  without  trial. 


'The   workors  wrrt'  suUiMi   and  siimitin^  uiuUt  tlu'ir  drl\'at    liy   l\)r'. 
i)f   arms. 

The    |)ositii>ii    was    just    the    saiuc    in    otluT    rouiilrkis.*       Strikes    in 
Italy,    strikes   in   France,    strikes   in   America.      Bread   riots    in    \'i(;nn;i 
Strikes    and    extension    of    the    socialist    movement    in    (iertiiany    and 
Knssia.     From  every  platform,   press  and  pidpit,   in  all  languages,   thf 
i'hief  subject  was  the  industrial  unrest.     The  problem  was  how  to  re 
concile   Labour   and  Capital.      There   was   a  general   policy   of  despair 
A   burning  question   wiis  how   to  deal   with  the   mass   of   unemployed. 
.Many  disposed  of  it  by  saying  the  men  were  not  so  much  unem])loyed 
a.^  unem])loyable — they  did  not  want  work  and  would'nt  do  it  if  tlu'v 
got  it.      ■  Wasters  "  and  "Stiffs  "  they  were  fre(]uently  called-     "Tjook 
ing  for  work  and  praying  they   wouldn't  get  it,"   etc.,  etc. 

Meanwhile  the  State  stood  by  and  watched  the  conflict.  Occasion- 
ally it  acted  as  mediator.  Conferences  would  be  held,  settlement- 
arrived  at  and  agreements  made  just  in  tirue  for  them  to  be  broken  again. 

The  workers  were  loud  in  deiuanding  the  "right  to.  work."'  Tlii-- 
request  was  turned  down  with  scorn  as  being  far  too  socialistic  and 
imi)racticable.  If  the  private  capitalist  could  not  find  work  U^r  tli- 
unemployed  how  could  it  be  expected  that  the  State  could? 

Some  one  suggested  Labour  Exchanges.  This  was  looked  \^]^or\ 
.V  a  tremendous  step  forward  in  solving  the  problem,  in  spite  of  th'- 
fact  that  it  did  not  create  one  extra  day's  work  except  for  the  staff. 
Schemes  for  insuring  the  people  against  unemployment  and  sickness 
were  being  feverishly  passed. 

The  situation  here  outlined  cannot  be  termed  an  exaggeration  of 
the  social  and  industrial  situation  wdien  the  posters  annoimced  "  \\ AH 
DECLARED." 


CHAPTER  X. 

NATIONAL  SERVICE. 

When  the  war  broke  out  the  "  Stiff  "  became  the  hero.  The  State 
that  could  do  nothing  radical  to  assist  and  protect  its  citizens  from 
starvation  at  once  demanded  their  assistance  for  its  protection.  Where 
as  before  it  could  not  provide  employment  for  anybody  the 
State  now  found  work  for  everybody  —  including  the  "  unemploy- 
ables."  The  plaintive  plea  of  the  workers  for  the  right  to  work 
was  converted  intoi  a  demand  by  the  State  for  their  work.  It 
w^as  discovered  it  was  the  Capitalist,  as  such,  who  could  be  done 
without  and  not  the  worker.  Many  industries,  including  the  railways, 
were  taken  out  of  private  control.  The  ruptured  nation  became  united- 
The  State  that  could  do  nothing  now  did  everything.  In  all  essential 
work  competition  for  private  profit  gave  way  to  co-operation  for  national 

*  World's  Strikes  in   1914. 

No.  of  dispute;?  per 

Country.                                          No.  of  Strikes.  100,000  inhabitant .s. 

Australiat  337  6.8 

United  Kingdom  999  2.2 

Italv   740  2.1 

Germany    1.213  1.8 

France    659  1.7 

United    States    1.080        '  1.1 

Canada 44  .54 

The  number  of  strikes  in  Australia  in  1915  was  358,  equal  to  7.3  per 
100,000  inhabitants.  The  number  nf  strikes  in  Australia  in  1916  was  50*4, 
equal    to    10.3   per    100,000   inhabitants. 
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-rr\'n:i\'      In  tliis  cuuiiectioii   what  uiiglit   be  tenufd  a  revolutidu     lias 
hoeu  wrought  in  the  structure  of  Society. 

Uuder  the  heading  "  Social  and  Econoniie  Progress  "  the  War 
'abinet   in   their   report  for   1917   state: 

"  No  record  of  the  year  would  be  complete  which  did  not  point  out 
the  change  which  has  been  wrought  in  the  structure  of  society  by  tlie 
experience  of  war.  In  the  first  place  the  organic  life  of  the  community 
has  been  greatly  strengthened.  On  the  one  hand,  not  only  have  enormous 
numbers  of  men,  and  lattevly  of  women  also,  been  mobilised  for  military 
and  naval  purposes,  but  the  vast  majority  of  the  people  are  now 
working  directly  or  indirectly  on  public  service.  If  they  are  not  in 
the  Army,  the  Navy  or  the  Civil  Service,  they  are  growing  food  or 
making  munitions,  or  engaged  in  the  work  of  transporting  the  nation^jl 
supplies.  On  the  other  hand,  the  State  has  taken  control  for  the 
period  of  the  war  over  certain  national  industries,  such  as  the  railways, 
shipping,  coal  and  iron  mines,  and  the  great  majority  of  engineering 
businesses.  It  has  also  made  itself  responsible  for  the  securing  of 
adequate  quantities  of  certain  staple  commodities  and  services,  such 
as  food,  coal,  timber  and  other  raw  materials,  railroad  and  see 
transportation,  and  for  distributing  the  available  supplies  firstly  as 
between  individual   and   individual  in  the   national  interest. 

"  The  Government  has  further  had  to  regulate  prices  and  prevent 
profiteering.  It  has  done  so  partly  by  controlling  freights,  fixing 
maximum  prices  to  the  home  producer  and  regulating  wholesale  and 
retail  charges,   and   partly   by   its  monopoly  of  imported  supplies  .... 

"The  State  has  even  taken  the  drastic  step  of  fixing  the  price 
of  the  4-lb.  loaf  at  9d.,  at  a  considerable  loss  to  itself.  Thus  the  war 
has  brought  about  a  transformation  of  the  social  and  administrative 
structure  of   the   State,   much   of  which  is   hound   to  he   permanent. 

"  In  the  second  place  the  war  has  profundly  altered  the  conditions 
of  the  industrial  problem.  Since  1914  the  community  itself  has  hecome 
by  far  the  greatest  employer  of  labour.  It  has  assumed  control  for 
the  duration  of  the  war  over  a  great  number  of  the  larger  private 
undertakings;  it  has  limited  profits  by  imposing  so  much  per  cent. 
Excess  Profits  Tax,  and  it  has  intervened  to  prevent  profiteering  in 
the  essential  requirements  of  the  nation." 

This  simply  means  that  the  community  controlled  its  own  business 
instead  of  leaving  it  to  the  capitalists  and  private  enterprise. 

It  might  not  be  out  of  place  bo  quote  several  further  brief  extracts 
from  the  War  Cabinet's  report: 

National   Service   (page   81) : 

"  Since  those  early  days  it  has  been  an  ever-increasing  difficulty 
to   satisfy   the   national   requirements   of   man   power. 

"  There  is  work  now  tor  all  to  do,  and  even  those  usually  classed  as 
unemployable   are   now    usefully   employed." 

Shipbuilding  (page  xi) 

"  During  1917,  1,163,500  tons  of  new  ships  were  built  as  against 
542,000  tons  in  1916,  and  by  the  end  of  1918  the  rate  of  output  of  all 
ships,  war  and  merchant,  ought  to  be  double  that  of  any  previous  year 
in   British   history. 

This  only  shows  what  can  be  done  when  the  national  mind  and 
energy  are  brought  to  bear  on  the  urgent  need  oi  supplying  necessary 
requirements. 

Then-  again : 

The  Industrial  Problem  (page  xvi)  : 

"  The  nation  to-day  is  far  better  organised  aJid  far  more  produc- 
tive than  it  has  ever  been  before.  The  effect  of  these  changes  on  the 
supply  of  national  needs,  on  foreign  trade,  on  employment,  on  the 
provision  of  capital  after  the  war,  is  quite  incalculable.     But  it  is  bound 

"•■  The  princii^le  is  not  affected   because  production  was  for  war  service. 


to  b^  ononuous.  The  satistactory  settleiiioiil.  li()\\«\  it,  of  iln-  irenioii- 
dous  problems  wliieh  lie  nhoad  will  laitioiy  iIoirmhI  upon  ihu  mutual 
roiatious  hotwooii  employer  and  employees.  Unless  those  improve,  rapid 
and   onlerly    progress    will    be  almost    impossible." 

From  till'  fiiots  above  stated,  the  suiji^estion  at  once  arise-;,  if  tin- 
eorninunity  can  do  so  well  in  organising  and  producing  it.s  Muiuitions 
of  war,  is  there  any  reason  why  it  should  not  continue  to  organise 
and  i)roduce  its  munitions  of  Peace?  It  should  not  be  very  difficult 
P^or  the  nation  t-o  produce  its  own  shoes  instead  of  shells,  or  housts 
instead  of  howitzers,  or  clothes  instead  of  cordite,  or  bre^id  instead 
of  bayonets. 

It  would  also  appear  as  if  there  is  no  real  need  for  any  '  treniendon>; 
problem  between  employer  and  employee  "  seeing  that  when  the  nation 
is  engaged  in  national  service  the  employee  becomes  the  part  employer 
and,  what  is  more  important,  the  part  owner  of  the  products. 

As  all  commodities  are  socially  produced,  the  question  arises  why 
sl'.ould  they  be  prwatcly  appropriated  by  a  handful  of  persons  wlu)  first 
extract  two-thirds  for  their  own  luxury,  comfort  and  use,  and  then  by 
selling  the  remaining  one-third  to  the  workers,  take  all  the  wages  paid 
fo)  producing  tilie  lot. 

It  is  interesting  and  significant  to  note  that  while  Capital,  or  the 
<'mploying  class,  are  now  passing  resolutions  urging  the  withdrawal 
of  State  control  over  industries  as  soon  as  the  war  is  ended,  Labour 
organisations,  or  the  working  classes,  are  passing  resolutions  demanding 
that  the  industries  now^  controlled  by  the  State  shall  remain  under  i-ts 
control.  This  suggests  there  is  little  hope  of  industrial  rest  if  indui-itrics 
are  going  to  continue  to  be  run  by  private  enterprise  for  persoiud  profit. 

The  experience  of  the  war  suggests,  that,  the  solution  to  the  "  tre- 
mendous problem  between  employer  and  employee  "  would  appear  to 
lie  in  the  direction  of  eliminating  the  employer  and  placing  him  in 
the  ranks  of  the  emploj^ee,  where  his  ability  and  service  would  bo 
rewarded  on  their  merits. 

In  consequence  of  the  great  industrial  upheavals  and  troubles  which 
follow'ed  the  Napoleonic  wars,  the  masses  in  Great  Britain  obtained 
a  fuller  measure  of  political  liberty,  and  citizenship.  It  might  be  that 
in  consequence  of  the  present  war  the  masses  will  demand  industrial 
liberty — in  other  words  economic  citizenship. 

The  steps  of  emancipation  achieved  by  the  worker  in  his  relation 
♦o  society  will  then  have  been  from  slave  to  an  owner,  servant  to  a 
master,  employee  to  an  employer,  and  finally  a  full  partner  in  the 
political  and  economic  structure. 


CHAPTER  XI. 
WEALTH    DISTRIBUTION. 

Just  as  the  19th  Century  solved  the  jn-oblem  of  ])roduction,  iso  the 
20th  Century  will  have  to  solve  the  problem  of  distribution. 

The  question  is  how-  to  prevent  want  in  the  midst  of  plenty  ?  Poverty 
\n  the  midst  of  wealth  is  an  anachronism. 

Under  the  present  system  the  greater  the  wealth  produced  the 
greater  the  burden  on  the  worker,  as  the  latter  has  to  produce  so 
much  more  wealth  to  provide  the  additional  interest  on  the  increased 
wealth. 
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Production     which     in     Great     Britain     has      now     reached    over 

1 2, 000 ,000, 000  a  year  could  he  multiplied  ten-fold  and  h'ave  the  mass 
of  the  people  worse  off  than  before. 

Mr.  James  Bryce  in  the  "American  Commonwealth  "  says  "  U|i 
to  1B40  thei-e  were  no  great  fortunes,  few  large  fortunes,  and  no  poverty  : 
and  now,  72  years  later,  there  arfe  500  millionaires  and  three  million 
paupers." 

In  1910  an  American  Statesman  said  that  the  inonied  class  of 
America  mustered  9  per  cent.,  of  the  population  and  owned 
£13,400,000,000  or  70  per  cent..,  of  the  country's  wealth.  The  middle 
class  number  21  per  cent.,  and  owned  25  per  cent.,  of  the  wealth,  while 
the  workers  numbered  70  per  cent.,  and  owned  5  per  ce^it.,  of  the 
country's  wealth  which  totalled  £19,160,000,000. 

Mr.  Chiozza  Money  in  "  Riches  and  Poverty  "  (from  which  valuable 
lj(j(>k  a  number  of  the  figures  quoted  in  this  memorandum  are  taken) 
calculated  from  official  records  that  out  of  the  700,000  persons  who  die 
every  year  in  the  United  Kingdom  620,000  die  almost  penniless,  while 
8U,000"  leave  property  to  the  value  of  £300,000,000  and  of  this  wum 
£200,000,0{X)   is  left   by  only   -1,000   persons. 

He  also  show^  that  out  of  every  £1  of  wealth  produced  "thoHc 
rrho  work"  get  a])[)roximately  6s-  8d.  while  "those  ivho  wait"  get 
13s.  4d.  In  other  words  the  worker  only  gets  paid  for  one  day's  work 
iu  three ;  Rent  and  Interest  taking  6s.  8d.  or  one  day  for  the  loan 
of  the  LaJid  and  Cap)ital,  and  Profit-s  taking  <6s.  8d.  or  one  day  for  the 
loan  of  the  tools. 

The  recent  South  African  Industrial  Census  Returns  show  in  the 
(•use  of  the  0,300  factories  in  the  Union  that  after  the  cnst  of  materials- — 
fuel,  light,  etc.,  had  been  met,  the  approximate  added  value  of 
£20,000,000  was  divided  as  follows:  — 

Expenditure  on  Wages  k  Salaries  (Labovu-  >^-  Ability)  £10,436,000 

Capital  (Rent,   Interest  &  Profit) 9,500,000 


£19,936,000. 


As  the  total  number  of  employees  in  the  factories  were  123,400, 
the  average  wage  was  £84  j)er  year  (the  Europeans  averaging  £168 
and  Coloured  and  Natives  £35)- 

No  mention  is  made  ol  the  number  of  pensons  who  receive  the  rent, 
interest  and  profit  from  the  5,300  factories. 

As  the  above  figures  onty  apply  to  factory  operations  the  proporlinn 
laken  by  labour  is  higher  than  the  average  would  be  if  agriculture  and 
other  work  were  included. 

One  marj:f-icluring  firm  whose  accMuit'^  v/eve  examined  by  the 
Commission  shows  that  the  total  value  of  their  products  for  the  vear 
1917  was  over  £400,000.  The  wages  amount  to  £16,000  and 'tin 
[-salaries  £2.300,  while  the  cf)st  of  materials,  fuel,  light,  etc.,  came  to 
£246,500,  the  profit  being  over  £150,000  out  r>f  which  Income  and 
Excess  Profits  Tax  had  to  be  paid. 

Another  firm's  figures  for  1917  show  the  total  production  valued 
at  £140,000.  Wages  paid  were  £5,587  and  salaries  £2,346.  Aftei'  ;.;osi 
ef  material  and  other  expenses  had  been  met  the  profit  made  was  .£27,5()0 
(T  three  and  a  half  times  the  salaries  and  wage^  paid. 

AnofluT  manufacturing  firm  which  pi'oduei'd  goods  to  the  \ahu>  of 
£740,500  in  1917  shows  wages  and  salaries  at  £104,000.  The  cost  of 
material  and  all  other  expenses  amounting  to  £565,000  leavuig  a  |.i'oli( 
if  £71,000.      In  the  expenses,  however,   are  aniounts  totalling   £78.()0't 
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for  Keservo  Fund,  deproi-'mtiou,  interest  and  redemption — all  benotitr; 
to  Capital-  If  these  are  added  to  the  profit  of  £71,000  it  makes  £149,000 
for  Capital,  as  against  £104,000  for  Labour  and  ability. 

In  1018  the  total  income  of  the  Cnited  Kingdom  was  £1 .844,000,000 
About  5  million  persons  took  £009,000.000  or  nearly  half,  while  abnni 
40  million  })ersous  took  £985,000.000. 

Till'  avera-ge  wage  earned  by  the  t-stimated  15, oOO.OOO  manual  vv•^^ri\- 
ers  is  21s.  8d.  i)er  week,  which  after  allowing  for  the  average  unemploy- 
ment periixl  each  year  reduces  the  yearly  wage  to  £4()  15s.  per  employee. 

The  number  of  persons  out  of  the  population  of  45  millions  whn 
earned  incomes  over  £160  per  year  (that  is  paid  income  tax)  was  onl\ 
1,100,000.  Out  of  this  number  820.000  received  an  aggregate  income 
oi  £275.000.000  while  280,000  persons  received  my  less  than 
.i;-6a4.000.000. 

The  total  auhiunt  received  h\  the  15.000,00n  mariiial  workerw  vvtis 
£703.000,000. 

Out  of  au  approximate  Euroi)eau  population  of  1,400,000  in  Soiilli 
Africa  there  are  only  48,245  ])ersons  who  receive  incomes  ovei-  £80o 
per  year.  These  48,245  share  an  aggregate  income  of  £35,784,291. 
Thre  are  no  figures  available  to  slum-  what  the  rest  earn- 

One  half  of  the  entire  income  of  the  United  Kingdom  is  enjoyed 
by  12  per  cent,  of  the  population  and  more  than  one-third  is  enjoyed 
by  less  than  one-thirtieth  of  its  people. 

Out  of  tJie  huge  accumulations  of  wealth  created  by  the  labour  of 
the  British  worker,  some  £8.000.000.000  has  been  invested  in  toreigii 
countries- 
It  must,  therefore,  be  obvious  that  under  the  Wages  System  rm 
matter  what  wealth  the  ^^■orkel•^^  produce  all  they  can  possibly  get 
is  a  subsistence  wage  (according  to  tlieir  accepted  standard  of  livingj 
week  by  week,  while  they  are  actually  employed  in  producing  such 
wealth. 

It  is  the  power  to  control  suppllies  from  their  source  that  is  tlu- 
solution  to  an  equitable  distribution.  lender  the  present  system  the 
owner  of  the  machinery  or  tools  owns  and  controls  the  commodities. 
He  might  and  does  sell  them  to  another  Capitalist  who  stands  between 
the  owner  and  the  producer  who  is  now  the  waiting  consumer.  This 
capitalist  (merchant)  might  sell  them  to  another  one  and  each  in  turn 
liiake  more  money  for  merely  passing  them  on  than  the  worker  received 
for  producing  them.  The  Cost  of  Living  Commission  Proiits  Tables 
show  the  large  sum  charged  and  the  profits  taken  for  distribution. 

A  much  more  equitable  distribution  of  the  wealth  is  then  what  is 
wanted.  This  does  not  mean  (as  certain  jjeople  would  have  us  believe), 
a  big  divide  up  to-day  and  then  another  divide  up  in  a  few  years  time 
when  some  are  poor  and  others  are  rich. 

Wealth  is  not  so  nmch  past  production  or  accumulations,  but  rather 
what  is  being-  produced  day  by  day.  The  equivalent  of  at  least  every 
days  consumj)ti(ni  and  depreciation  has  to  be  ])roduced  every  day. 

There  is  nf>  reason  why  the  distribution  could  not  be  directed  into 
the  homes  and  the  live*;  of  the  masses  instead  of  into  the  lives  df 
the  few  as  the  figures  now  shou  . 

It  is  true  that  even  with  a  fair  distribution  some  would  >pe.nd 
it  all,  while  othens  would  save.  There  would  still  be  rich  and  poor-  Hut 
there  would  be  this  essential  feature:  the  industrious  poor  would 
not  be  compelled  to  keep  the  idle  rich  in  luxury,  and  the  poorest  would 
never  receive  less  every  week  than  his  fair  share  and  no  one  r.ould 
receive   more.      As   eacli    week   thev    received    the    full   reward   of    their 
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labours  and  also  equality  of  opportunity,  no  injustice  would  he  done. 
What  each  cared  to  do  with  their  i)ayments  would  be  entirely  a  persoiuil 
matter.  There  would  still  be  personal  and  privately  owned  property 
but  the  Lund  and  Capital  necessary  for  the  i)eo])le's  nuiintenance  would 
be  under  common  ownership  and  control. 

If  each  worker  received  the  full  reward  of  his  labour,  "  labour 
]K)wer  "  would  at  once  cease  to  be  a  commodity  in  the  market  witli 
its   price   governed   by   its   cost   of   production. 

As  wages  is  the  name  given  to  the  price  of  laboiu-  (while  it  is 
treated  as  a  commodity)  the  abolition  of  this  system  means  the  abolition 
of    the    Wages    System. 

The  Wages  System  would,  therefore,  be  substituted  by  a  systen* 
i>f  })ayment  or  reward  in  a<:-c(irdance  with  the  service  rendered.  To 
(juote  Chiozza  Money  : 

"  To  deal  with  causes  we  must  strike  at  the  Error  of  Distribution 
by  gradually  substituting  public  ownership  for  jjrivate  ownership  of  the 
means  of  production.  ,  In  no  other  way  can  we  secure  for  each  workt  r 
in  the  hive  the  full  reward  of  his  labour. 

"  S<j  long  as  between  the  worker  and  his  just  wage  stands  the 
private  Inndlord  and  the  capitalist  so  long  will  poverty  remain,  and  not 
poverty  alone  but  the  moral  degradations  which  inevitably  arise  ivtiiv. 
the  devotion  of  laboiu-  to  the  service  of  waste. 

"  So  long  as  the  masses  of  the  people  are  denied  the  fruit  of  their 
own  labour,  so  long  will  our  civilization  be  a  fal.se  veneer  and  our  every 
noble  thoroughfare  be  flanked  by  purlieus  of  shr.n..'." — "Ricln's  (i)\d 
L'vveit'j." 


CHAPTER  XTT. 

POST-WAR    LABOUR    PROBLEMS.— CO-PARTNERSH  IP  AND 
PROFIT  SHARING   SCHEMES. 

At  present  post  war,  industrial,  and  labour  problems  are  engaging 
projriinent  attention  in  all  countries. 

It  is  generally  admitted  that  i)re-war  conditions  of  labour  have 
got   to  be  improvcfd  upon. 

Whereas  for  the  past  century  employers  have  refused  to  even 
recognise  their  "  Hands  "  it  has  now  almost  become  the  fashion  to 
admit  that  the  "Hands"  are  entitled  not  only  to  be  recognised  .and 
consulted,  but  also  to  take  a  share  in  the  nuuuigement  for  the  ]ironu)tion 
of  greater  efKciency  and  also  a  share  in  the  profits. 

The  chief  solution  which  appears  to  be  finding  favour  (even  amongst 
iome  M'orkers)  is  co-partnersliij),  })rofit  and  management-sharing  schenie; 
w  liich  may  l)e  summed  up  as  follows  : 

Labour  to  co-operate  with  Capital  in  the  management  of  indus- 
try (on  the  lines  of  the  famous  Wliitley  report)  for  the 
purpose  of  obtaining  greater  etiticiency  and  increased  ])ro- 
duction  out  of  which  higher  wages  and/or  a  share  of  the 
profithS  can  lie  paid.* 

It  is  not  sm-prising  to  find  that  in  view  of  the  long  and  bitter 
struggle  wliicli  lal)our  has  had  in  the  past  (first  for  the  right  to  coird)ine 
and    then    for    recognition)    that    tlie    moi'e    consei-val  ive    of    the    labour 

*  "  An  e(tiudlv  vital  post-wai-  matter  would  be  the  relations  between  I-n- 
bour  and  Capital.'  He. believed  that  Mr.  1).  H.  \Vhitley.  M.P..  ((Chairman  of 
the  Ck)inniittee  on  Industrial  Problems),  had  laid  tli<'  solid  toundntioii  of  a 
settlement.'"     (H/r.   As(/uith.  Jdinunii,  1!H8.) 


leaders  are  welcoiiuiig  tl\e  above  jjroposals  as  a  satisfactory  solution 
of  the  Labour  reruns  Capital  eontlic't. 

It  is  frequently  stated  tbat  as  the  i-niployer  and  the  employee 
have  a  connnon  interst  they  should  work  together  without  friction. 

Wliile  a  oonnnunity  may  have  a  conion  interest  in  providing  tlu' 
wherewithal  to  prevent  its  members  from  stai'ving  or  for  the  common 
protection  of  their  State  from  outside  interference,  the  interests  between 
Labour  and  Capital  as  to  their  respective  share  of  the  wealth  produced 
are  diametrically  opposed.  No  lasting  adjustment  has  yet  been  madf 
\\  hereby  thv  two  parties  recognise  each  others  right  to  a  specific  share  of 
thf  wealth  based  on  some  definite  princi])le.  In  the  first  place -both 
wages  and  profits  are  affected  in  so  many  ways  by  different  economic, 
forces  that  such  an  understanding  (with  any  degree  of  i)ermanency)  is 
not  likely  to  be  arrived  at.  In  the  second  place  as  it  pre-svipposes  that 
Capital  (or  money  power)  has  equal  or  comparable  rights  with  labour 
it  is  unjust  in  its  conception  and  cannot,  therefore,  survive. 

There  ai"e  many  profit-sharing  and  co-partnership  schemes  now  in 
existence.  Each  has  met  with  a  certain  measure  of  success,  mainly 
owing  to  their  being  exceptions  to  the  ordinary  run  of  businesses-  The 
idea  of  getting  even  a  small  share  in  the  profits  gave  the  workers  an 
element  of  interest  in  the  industr^\  It  has  been  shown  that  the  average 
profits  received  by  the  workers  engaged  in  co-partnership  and  profit- 
sharing  concerns  amounts  to  5.5  per  cent,  on  wages.  The  benefit  to 
the  employer  by  having  a  more  contented  staff  and  greater  efficiency 
has  been  considerable  .  This  is  no  doubt  the  reason  why  on  every  hand 
co-partnership  and  efficiency  schemes  are  now  being  advocated  as  a 
solution  of  the  Labour  question.  Capital  in  effect  says  Labour  is  entitled 
to  improved  conditions  and  higher  wages,  but  as  the  wealth  produced  is 
only  £2,000,000,000  per  yeai",  Labour  will  have  to  co-operate  to  produce 
more  wealth  to  meet  the  cost  of  higher  wages. 

Assuming  that  the  consumer  does  not  benefit  by  lower  prices  due 
to  increased  production,  the  first  question  that  arises  is  how  much  of 
the  extra  wealth  produced  will  go  to  Labour.  In  the  past,  as  the 
figures  show.  Labour  has  received  much  the  smaller  share  indeed.  Sup- 
posing, how-ever,  Labour  gets  the  whole  of  the  increased  wealth  (whieli 
is  not  likely)  it  will  then  receive  wages  plus  profits.* 

The  second  question  then  arises  is,  that  whatever  amount  Labour 
receives,  whether  it  is  called  wages  plus  profits,  plus  bonui-;es,  plus 
dividends,  plus  shares,  the  total  can  never  be  more  than  it  will  be 
made  to  pay  for  its  necessaries  of  life.  This  has  been  clearly  demon- 
strated by  prices  always  keeping  ahead  of  wages-  It  makes  no  difference 
at  all  that  the  total  amount  is  divided  into  component  parts  called 
wages,  dividends,  profits  and  bonuses.  Sooner  or  later  this  position 
will  clearh"  reveal  itself  to  the  w-age  earner. 

While  these  profit-sharing  schemes  may  for  a  time  bring  a  small 
element  of  industrial  rest,  thei-e  is  nothing  in  them  which  alters  the 
status  of  the  worker  in  society,  that  is,  removes  him  from  the  position 
of  being  a  commodity  in  the  market ;  consequently  industrial  unrest 
is  inevitable. 

There  is  no  doubt  that  the  (-(v-partuership  idea  will  be  extended, — 
especially  in  Great  Britain — but  a  time  must  arrive  when  Labour  will 
insist  that  o)ily  'personal  service  in  the  indnstrij  is  entitled  to  he  rcu-arded 
by  the  industry. 

This    will    mean   that    those    that    have    capital    invested    will    not 
receive  any  share  in  the  profits  by  virtue  of  "  ow-ning  "  such  capital 
but  will  probably  receive  the  current  rate  of  interest  for  "  loaning 
the  capital. 
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The  next  step  will  be  for  the  industry  or  the  State  to  provide  its 
(  wu  necessary  capital  either  witli  or  without  charging  itself  interest 
for  the  loan  of  it. 


CHAPTER  XIII. 
LABOUR    IN    AUSTRALIA   AND    NATIONALISATION. 

In  Australia,  where  Labour  is  perhaps  more  strongly  organized  and 
has  greater  control  than  elsewhere,  there  is  little  or  no  tendency  for 
it  to  go  in  for  profit-sharing  or  co-partnership  schemes  with  Capital. 
The  dividing  line  between  Labour  and  Capital  has  been  sharply  cut. 
There  is  the  strongest  antagonism  between  the  two  forces.  For  the  past 
twenty  years  Labour,  compared  to  other  countries,  has  pursued  a  more 
aggressive  policy.  The  result  has  been  that  apart  from  real  wages  the 
general  conditions  of  labour  has  greatly  improved.  The  Statutes  of  the 
country  are  filled  with  Labour  legislation  for  the  benefit  of  the  mental 
and  manual  worker. 

This  legislation  is  mainly  the  political  reflection  of  industrial  organi- 
zation and  activity.  What  has  been  w'on  on  the  industrial  field  ha& 
been  legalized  in  the  political  field. 

Experience  has  taught  the  workers  in  Australia  that  only  by  con- 
sistent efforts  on  their  part  can  they  improve  their  position. 

Every  improvement  results  in  more  enlightenment  and  more  unrest 
to  secure  further  improvement.*  On  the  wages  question,  however,  there 
has  been  af  great  disillusionment.  The  workers  appear  to  have  discovered 
that  no  matter  how  much  they  increase  their  wages,  prices  still  rise 
iiigher.  They  now  find  they  are  worse  off  financially  by  11  per  cei.t.. 
than  they  were  fifiteen  years  ago-  This  is  proving  a  rudo  a\vakeuing. 
They  ralise  the  position  cannot  be  met  by  co-partiiersnip  and  profit- 
sharing  schemes.  It  is  felt  that  the  superstructure  can  never  be  rigiit 
il   the  foundation  is  wrong. 

The  disease,  and  not  the  symptoms,  is  now  receiving  more  attention 

Only  by  a  revolutionary  or  co^mplete  change  in  the  fundamental 
basis  of  society  can  any  permanent  relief  be  assured.  In  furtheranci:^ 
of  such  a  change  the  masses  are  now  demanding  public  ownership  and 
management  of  industries  and  commerce.  A  most  extensive  policy 
in  this  direction  is  being  adopted  by  the  State  governments  as  well 
as  by  the  Commonwealth  Government. 

In  1912  a  State  Bank  was  established,  which  is  now  the  largest 
bank  in  Australia,  having  assets  of  over  i^ 50, 000, 000.  Thi'ough  thi^ 
bank  the  community  can  finance  itself  and  its  industries  on  whatever 
terms  it  decides.  Public  Insurance,  public  cattle  ranches,  public  farms, 
public  produce  agencies  (for  the  elimination  of  middlemen),  State  iron 
and  steel  works,  public  steamers,  coriununity  owned  mines,  State  retail 
butchers,  ])ublic  fish  shops,  public  saw-mills.  State  quarries,  Stat< 
hotels — these  are  some  of  the  services  the  people  of  Australia  are  \md(n- 
taking  for  their  common  use. 


*  The  cliiel'  \  aluf  of  >(K-ial  and  iiuluslrial  ii-lonus  is  that  in  so  lar  a>  t  lu'.v 
iinpi-ove  the  hours  of  lahour  and  central  uorkiiif:;  coiulitioiKs,  Lhey  stiimilato  th< 
desire  for  further  impiovernent,  and  in  so  far  as  they  fail  to  improve  the  fi 
nancial  position  of  the  worker,  they  stimulate  the  growing  desire  for  a  rovolu 
tionary.  i.e.  a  fundamental,  change  in  the  eoonomic  system. 
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Tlie    !iltern»tivo    to   the   coninuinity   owning    to   its   instiunionts    of 
pttuiuctitin  is  si-t  out  ms  follows  by  Chiozza  Money: 

■  What  is  the  alternative  to  publie  ownersliip  of  eoimnoii  scrvicofs  i"' 
Tlie  alternative  is  the  rule  of  tlie  '  ("onihine  '  or  '  Trust,'  for  it  can- 
not be  too  elearly  realizcnl  that  the  ortxanization  of  i)roduetion  and 
(lislrihution  must  proceetl.  But  organization  by  private  hands — the 
combination  of  industrial  units  into  threat  trusts  eeonomising  nianage- 
ment,    production    and   distribution-  cannot    safely   be   tolerated. 

)■■  It  means  tlie  wielding  of  the  ihief  power  iii  the  State,  by 
monopolists,  wlio  will  use  their  i)ower  for  private  ends.  The  era  of  pri- 
\ati'  ( (imiK'tition  is  closing.  On  every  hand  Capital  is  combining  with 
Capital  ill  restraint  ot  competition.  Sucli  combinations  threaten  the 
public  welfare  in  several  directions.  They  can  make  it  practically  im- 
possible for  new  capital  to  enter  an  industry.  Tliey  can,  while  economi- 
sing labour,  keep  the  profits  arising  from  economy  in  their  own  hands, 
and  build  up  gigantic  fortunes  while  increasing  unemployment.  They 
can  offer  such  opposition  to  Trade  Unionism  as  to  wield  untrammelled 
{xiwer  over  their  employees.  They  can  accentuate  that  Error  of  Distri 
bution  which  it  should  be  our  chief  purpose  to  modify  and  remove." 
'■  liiclief:   and    ravrrtf/.'' 


CHAPTEK   XIV. 
STATE   CAPITALISM   OR   SOCIALISM? 

Jt  must  not  be  thought  that  the  mere  })ublic  ownership,  or  nation- 
alization of  industries,  is  Socialism,  or  that  it  provides  a  complete 
.--tilution   to  the  social,  industrial  and  economic  questions. 

At  ))resent  many  services  are  conducted  by  the  State,  a,s  well  as 
by   Municij)al    and   other   public    bodies. 

Pi"i\ate  capital  has  been  borrowed  to  finance  these  undertakings. 
The  interest  is  a  permanent  charge  on  the  service. 

In  many  cases  much  more  has  been  paid  for  the  loan  of  the  money 
tlian  tlu'  original  amount  lent. 

Then  again,  the  treatment  of  the  worker  in  the  public  service  it^ 
little  better,  if  any,  than  in  private  employment. 

In  most  cases  the  policy  is  to  run  the  service  on  '  business  prin- 
ciples '" — that  is.  according  to  modern  Capitalistic  methods.  It  is 
conceivable  that  the  service  might  be  run  to  the  advantage  of  one  section 
and  tile  disadvantage  of  other  sections.  Profits  might  be  made  ard 
used  for  the  benefit  of  the  wealthy  to  the  detriment  of  the  poor. 

The  worker  still  remains  a  commodity  in  the  market.  He  still 
receives  a  subsistence  wage  and  is  liable  to  ])eriods  of  unemployment. 
Strikes  on  State  railways  and  in  Munici])al  services  are,  to  say  the 
least,  not  unknown.  In  fact-  Nationalization  on  present  day  conditions 
is  really  State  Capitalism- 
It  has,  however,  this  redeeming  feature,  that  within  itself  it  lia.s- 
the  power  to  right  itself.  The  principle  (}f  ))ublic  ownership  for  pro- 
duction and  distribution  being  established,  the  rest  is  a  matter  of 
administration. 

So  that  any  policij  or  measure  which  transfers  land,  capital,  dis- 
tribution, or  auji  other  jieccssary  service  from  private  to  public  or  rom- 
nioti  ownership  and  control  should  he  encouraged  and  welcomed. 

With  an  adaptability  that  has  been  emphasized  during  the  |)eriod 
of  the  war,  it  would  not  take  long  for  the  people  to  adjust  themselves 
into  suitable  working  groups.  The  natural  grouping  being  in  industries 
such  as  the  building  trades,  the  transport  workers,  the  medical  section. 
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th('  mining  section,  the  textile  industry,  etc.  Tliose  engaged  in  eacli 
industry  having  full  control  and  responsible  to  the  other  industriew  for 
I  he   necessary  service  it  rendered. 

For  the  harinonius  co-ordination  of  the  whole,   a  common  control, 
representative  of  each  industry  or  guild,  would  have  to  be  established 
The  driving  foi'ce  would  be  the  consciousness  that  all  were  striving  for 
the  coanmon  good  and  that  each  would  receive  the  full  reward  of  their 
labour. 

This,  then,  would  not  be  mere  nationalization,  but  the  abolition 
of  the  wage  system,  and  the  socialization  of  the  machinery  of  produc- 
tion, distribution  and  exchange. 

The  general  prblicy  outlined  in  this  Memorandum  is  summed  up  in 
the  following  declared  Objectives  of  Labour  and  Socialist-organisations. 

British  Labour  Party  : 

"  To  secure  for  tlie  producers,  by  hand  or  by  brain,  tlie  full  fruits 
of  their  industry  and  the  most  equitable  distribution  thereof,  that  may 
be  possible  upon  the  basis  of  the  common  ownership  of  the  means 
of  production  and  the  best  obtainable  system  of  popular  administration 
and  control  of  each  industry  and  service." 

Australian  Tmbour  Party  : 

"  The  securing  of  the  full  lesults  of  their  industry  to  all  producers 
by  the  collective  ownership  of  monopolie.s  and  the  extension  of  the  in- 
dustrial and  economic  functions  of  the  State  and  Municipalities." 

SorTH    African   Labour   Party  : 

"The  socialization  of  the  means  of  production,  distribution  and 
exchange,  to  be  controlled  by  a  democratic  State  in  the  interests  of  the 
whole  community  by  means  of  a  continued  agitation  for  the  demands 
from   time   to   time   contained  in   the  platform  of  the  Party." 

South    African    Industrial   Federation  : 

Resolution    passed   at  Conference,  October.   1917  : — 

"  That  this  meeting  of  organized  workers  representing  the  produ- 
cing classes  of  South  Africa  make  every  effort  to  organize  a  social  sys- 
tem on  a  basis  which  will  abolish  entirely,  or  in  a  great  part,  the  com- 
petitive system  on  which  modern  Society  exists,  and  substitute  co-opera- 
tion by  which  a  more  perfect  and  equal  distribution  of  the  })roduct  of 
our  labour  will  follow.  Further,  that  this  meeting  declares  that  this  can 
only  be  attained  by  making  land  and  eajjital  and  all  the  instruments  of 
production  the  general  possession  oC  all  the  members  of  this  com- 
munity. " 

Oonstitution   of   all   Russian   ToNXiRKss   oi'    Soviets 
Laid   down  July  10th.    191S :  - 

Clause  3:  "The  Congress  of  tiic  Soviets  of  Workers',  Soldiers'  and 
Peasants'  Deputies,  consider  it  to  be  its  fundamental  duty  to  abolisli 
all  exploitation  of  one  set  oi'  human  beings  by  another  and  the  division 
of  society  into  classes,  to  summarily  suppress  all  exploiters,  and  to  es- 
tablish   a    socialist    organization    oi    Society." 

Mbrlin   Sovikt   (by    Proclamation,    Novendier    iL'tli..    19] 8.) 

"The  ultimate  aim  of  the  revolution  is  the  soeializatimi  of  tiie 
cai)italisiie    means   of  prodiu'tiou." 

.'\s  these,  and  siniilai'  objectives,  have  only  l)eeu  arfi\rd  al  after 
many  years  of  discussion  and  deliberation  on  the  ])art  of  millions  of 
Trade  Unionists  and  other  workers  in  all  parts  of  the  world,  the  policy 
enunciated  can  safely  be  said  to  express  the  Voice  of  Labour.  The 
ideal  aimed  at  being  flic  mnimott  oii-ncrnhii)  iivil  rmttrol  of  hiDtd  and 
Capital. 
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A  seaivhiiig  investigation  into  tho  inwardness  of  the  social  and 
iiulustrial  disaffoction  suggests  that  it  is  a.  moral  unrest  with  a  spiritual 
driving  force- 
How  long  it  will  take  to  attain  its  ideal,  time  alone  can  tell,  but 
the  lesson^  oi  the  war  have  undouhtedly  aeoelorated  the  pace,  and 
go  to  strengthen  tlu-  hclief  that  the  time  is  approaching  when  there 
will  be  a  more  conscious  organization  of  our  national  life,  when  moral 
principles  will  control  business  principles,  when  competition  for  personal 
gain  will  give  way  to  co-operation  for  mutual  wervice ;  when  the  private 
wealth  will  become  subservient  to  the  Commonwealth,  and  when  each 
will  be  for  all.  and  all  will  be  for  each. 


Johannesburg, 

26th   November,    1918. 


THOMAS  ROYDELL. 


POST   SCRIPT.     1922. 


The  Kuropean  war  has  now   been  over  sonie  years. 
The  economic  war,  however,  is  being  -waged  more  fiercely  than  ever. 
Industries  that  were  nationalised  for  the  national  good  have  been 
dt^-nationalised  for  private  gain. 

UiU'Uiployment  and  industrial  unre.-^t  ha\e  been,  and  are,  more 
rampant    than   before   the    war. 

'The  peoi)ie.>  of  the  woi'ld  have  'been  sadly  disillusioned  by  the 
iiiiing  classes. 

The  new  era  is  proving  worse  than  the  old  one. 

The  Capitalist  system  stands  nakedly  revealed  as  more  brutal  and 
even  more  unashamed  than  ever. 

There  is  no  need  for  Socialists  to  condemn  it.  A  glance  round  the 
world  shows   that   it   has  condemned  itself. 

I  would  despair  of  humanity  did  I  not  know  that  the  force-s  of 
co-operation,  service,  and  righteousness,  are  ultimately  bomid  to  prevail. 

It  therefore  behoves  those  who  have  dedicated  their  lives  to  the 
>-ause  of  Labour  and  Socialism  not  to  be  discouraged,  not  to  falter  by 
the  way.  but  to  press  forward  with  greater  efforts  and  a  much  morr 
CNITKl)  I'TiOXT,  for  the  social  and  economic  awakening  that  will 
lu'rald    thr    dawn    of  a    better   world. 

THOMAS  BOYDELL. 
Parlianient, 

Capo  Town.     1922.  ^ 


Nasionale   Pers,   Beperk,   Printers,    Cape   Town. 
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